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Now thaf the war’s over and a lot more 
civilian goods are on the market, it’s a 
big temptation to spend just about all 
you make, and not put anything aside. 
_ But to fall for that temptation is plenty 
dangerous. It’s like trying to live in the 
house above—a house that might come 
tumbling down about your ears at the 
first little blow of hard luck. 


Right now the best possible way to 
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keep your finances in sound shape is to 
save regularly—by buying U.S. Savings 
Bonds through the Payroll Plan. 


These Bonds are exactly like War 
Bonds. Millions of Americans have found 
them the safest, easiest, surest way to 
save. The U. S. A. protects every dollar 
you invest—and Uncle Sam gives you 
his personal guarantee that, in just ten 
years, you'll get four dollars back for 

















every three you put in! 


If you stick with the Payroll Savings 
Plan, you'll not only guard against rainy 
days, you'll a/so be storing up money 
for the really important things—like 
sending your children to college, travel- 
ling, or buying a home. 

So—anyway you look at it—isn’t it 
smart to buy every single U. S. Bond 
you can possibly afford! 


SAVE THE EASY WAY...BUY YOUR BONDS THROUGH PAYROLL SAVINGS 


U. S. TREASURY DEPARTMENT 


This is an official U. S. Treasury advertisement—prepared under auspices of Treasury Department and Advertising Council 
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"Skip the bankroll—just hand over that 
Skipper Sweater!” 


VYliion Brothers 


| 
| 
Quality men’s wear since 1864 
Chicago * New York « San Francisco 
Pajamas « Shirts * Sportswear « Knit Underwear 


T-Shirts « Shorts « Ties » Socks * Sweaters 
Handkerchiefs + Gloves 








BATTERIES 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


184th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable Sep- 
tember 30, 1946, to stockholders of 
record at the close of business on Sep- 
tember 16, 1946. Checks will be mailed. 
| H. C. ALLAN, 

Secretary and Treasurer 


| Philadelphia 32, September 6, 1946 




















PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 123 


A cash dividend declared by the Board 
of Directors on Sept. 11, 1946, for the 
third quarter of the year 1946, equal to 
2% of its par value, will be paid upon 
the Common Capital Stock of this Com- 
pany by check on Oct. 15, 1946, to 
shareholders of record at the close of 
business on Sept. 27, 1946. The trans- 
fer Books will not be closed. 

E. J. Becxetr, Treasurer 


San Francisco, California 
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Broad Fields For Metal Fabricators 


While acute shortages of copper, lead, steel and 
zinc are hampering production of many durables, 
larger supplies of other metals, individually or as 
alloys, enable resourceful manufacturers to keep 
exceedingly busy. Strong and beautiful items for 


730 


the household, made of novel combinations of 
plentiful metals are now appearing on store 
shelves to lure the consumer's dollars. Whether 
this newly gained competitive advantage can be 
held long will depend upon prices. 
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COMING LABOR CRISIS—Whzy does the stock mar- 
ket continue to decline in the face of so many appar- 
ently constructive factors in the business situation ? 
That is the question perplexing many at the present 
time, but it comes as no surprise to those who have 
been aware of the major threats to real recovery. For 
several months, the Magazine of Wall Street has 
been contending that the labor situation constitutes 
one of the really ominous elements in the present 
business scene, and is one that threatens to become 
still worse in the months ahead. But, as we have said 
before, and still say, it is not the rank and file of 
labor, nor the majority of unions that is causing the 
trouble. Instead, it is a comparatively small minority 
of leaders who are in a position to bring pressure to 
bear by virtue of their hold on union members and 
their powerful political affiliations. 

The coming Fall season is especially critical on 
the labor front for several reasons. The whole ques- 
tion of wage contracts is coming under review, and 
some will be reopened for possible increases. There 
is every indication that the CIO chiefs will push vig- 
orously for their objectives in the near future, but 
this time an innovation in their strategy is seen. 
Heretofore, their aim has been to secure wage in- 
creases for their constituents on the one hand, while 
fighting to hold prices down on the other. But the 
impracticality of such a combination is now becom- 
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BUSINESS ITSELF 


The Trend of Events 


ing apparent even to the CIO, so a shift in policy 
is indicated. The new approach which seems to be 
developing is to press for the wage increases, but to 
sanction price rises for the products represented. 
What effect this would have on the “cost of living” 
should be evident, but perhaps the idea is that pay 
raises can be kept ahead of prices. 

Perhaps the only reassuring element in the whole 
picture is the alleged recognition—belated though 
it is—by the CIO strategists that declining output 
per worker is a factor in the situation. This is not 
admitted publicly, but the CIO leaders are said to 
be fully aware of the situation in their policy cal- 
culations. But it is too much to hope that this will 
lead to a more realistic wage program on the part of 
CIO leadership. 

The situation must also be interpreted for its 
political implications, in view of the coming elections. 
The crux of the situation is, of course, the timing 
involved, and it is expected that the new wave of 
strikes and wage demands would probably begin soon 
after the November elections. It is at this point that 
a showdown will likely occur, for public opinion by 
that time will have been outraged to the limit and the 
dangers to our whole economy will have become ap- 
parent to even the most obtuse. Experts close to 
the scene anticipate that “drastic” labor legislation 
may well be the outcome. 
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GOLD PRICE UNCHANGED—One of the significant 
announcements of the month is the U.S. Treasury’s 
recent assertion of its attitude on the gold value of 
the dollar. Ending a prolonged era of speculation 
as to the dollar’s future value in terms of the 
precious metal, the Secretary of the Treasury in- 
formed the International Monetary Fund that the 
par value of the American dollar will remain at $35 
per ounce. 

This may all seem rather academic and remote 
from the present securities markets, but it has more 
significance to investors than may appear on the 
surface. For one thing, not a few observers of the 
economic scene, including some “well informed 
sources” had been anticipating a markup in gold 
prices, which has lent force to inflation psychology, 
and thus helped bid up the prices of securities. Now 
that this rumor has been deflated, it removes an- 
other artificial factor from the market, so that stock 
prices will eventually stabilize on a more realistic 
basis. 

The announcement also is significant to the fu- 
ture of international trade stabilization, for the 
fear of dollar revaluation in terms of gold has been 
one of the underlying misgivings impeding cur- 
rency agreement and trade settlement. Following 
directly after the announcement of Hugh Dalton, 
British Chancellor of the Exchequer, that the 
present sterling-dollar exchange ratio would remain 
unchanged, the Treasury’s affirmation on gold has 
a salutary effect on sentiment of Monetary Fund 
officials. These quarters now believe that a stable 
foundation is provided for operations of the new 
institution. 

This is of significance not only to trade relations 
of Britain and the United States, but is of world 
import, since nearly three-fourths of world trade is 
normally transacted in dollars and pound sterling, 
and since most smaller nations peg their currencies 
to either of these major monetary units. 





ARE YIELDS ATTRACTIVE?—The drastic decline in 
security prices brings many stocks to a point where 
yields appear remarkably attractive. On this prem- 
ise, some investors believe that the issues represented 
are, per se, a “buy” at these levels, regardless of 
what further declines may develop. In some in- 
stances, this line of reasoning appears justified, but 
the whole broad question of current yields must be 
evaluated against the background of the changing 
money rate structure, which is turning slowly but 
inexorably in the direction of gradually higher rate 
of return on invested capital. 


Because of the sensitivity of prime grade invest- 
ments to changes in the money market, such changes 
are frequently the bellwether of coming turns in the 
investment cycle. As readers will recall, our issue 
of May 25, 1946 forecast a gradually turning tide 
in the trend of money rates, suggesting that the 
decade-long diminution in investment yields had 
reached its climax, and that eventually the trend 


fi 


would reverse itself. To some extent, this prophecy 
has been fulfilled, but further tendencies toward 
firming loan rates are probable in the months ahead. 

Most sensitive to such changes are prime-calibre 
bonds, notably “Treasuries,” but any significant 
change in rates eventually has repercussions in 
other securities markets as well: lower grade bonds, 
preferred and, finally, common stocks. Certainly 
one factor in the prolonged bull market of recent 
years has been the inflationary effect of “cheap 


-money” as measured by diminutive yields. Conse- 


quently, any shift toward firmer rates must neces- 
sarily revise our whole thinking about what consti- 
tutes “attractive” yields under present circum- 
stances. 


WATCHING TRADE INVENTORIES—One of the im- 
portant business indicators which bears watching 
at this time is the trend of trade and industrial 
inventories. Taken in conjunction with certain 
other economic factors, changes in these supplies 
frequently give some idea of what’s ahead in the 
business picture. A danger signal always to be 
looked for is the sign of possible “indigestion” 
through excess accumulation. However, what con- 
stitutes “excess” is always relative to consumer de- 
mand, buying power, and various other business in- 
dicators; hence the need for caution in drawing 
conclusions on this subject at any given time in the 
business cycle. What amounts to “excess” at one 
phase in the trade cycle is inadequacy at another 
period. Still another factor to be considered is the 
distribution of inventories in the business picture, 
that is, the ratio of manufacturers’ supplies to 
stocks in. the hands of middlemen and retailers. 

It is with these basic principles in mind that one 


-must evaluate recent changes in the inventory pic- 


ture. Inventories in the hands of manufacturers, 
distributors and retailers increased to the all time 
peak of $30 billion in July (the latest month re- 
ported) according to the statement just released by 
the Department of Commerce. This represents a 
$1.5 billion increment over the previous peak 
reached in November, 1943, and a $1.3 billion rise 
over the June, 1946 level. 

How does this inventory picture break down? In 
other words, who holds the bulk of these supplies? 
With an $800 million rise over the June figure, 
manufacturers’ inventories totalled $18 billion; 
wholesalers’ stocks were up $150 million to $4.6 
billion; and retailers’ holdings were increased $350 
million to $7.4 billion. 

Eventually, a period of accumulation will de- 
velop, and excesses will become prominent and wide- 
spread. When this occurs, we may face a brief 
period of business recession, with industrial activity 
slowing down to some degree to allow excess stocks 
to be absorbed by the public. Just when this period 
of adjustment will come is difficult to predict pre- 
cisely, but when it does occur, it is not likely to be 
severe, nor of more than a few months’ duration. 
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As g See Gt e BY CHARLES BENEDICT 


THE TORTUOUS ROAD TO PEACE 


I WAS GREATLY shocked upon my return after seven 
weeks’ sojourn in Europe to find anyone in this 
country playing politics with a matter so vital as 
world peace. For, the dismal facts regarding the 
situation must be well known in all quarters—among 
rightists, leftists and middle-roaders. 

Anyone close to the situation is well aware of the 
fact that Russian opportunism is the stumbling block 
to a just peace. That “security” for Russia means 
domination of Europe and Asia as a first step. That 
Russia thinks of a 
“warm port” in 
terms of absolute 
control of the Medi- 
terranean, the Dar- 
danelles, Suez Canal, 
Indian Ocean and 
beyond. There are 
no half measures or 
compromises in the 
Russian plan. 

What is not so well 
known as it ought to 
be, is that Russia’s 
bold and uncom- 
promising insistence 
arises from the be- 
lief that she has 
nothing to fear from 
us militarily, because 
demobilization has 
left us in a weak 
position in Europe 
and elsewhere, while 
the great shortage 
of materials would 
make a shooting war 
impractical at this 
time. 

And, the Kremlin 
is seeking to inten- 
sify these conditions 
by fostering dis- 
unity among us, en- 
couraging opposi- 
tion to military training, and inspiring economic in- 
stability through strikes and subversive activities. 
By these means, Russia is gambling that she will 
achieve her goal without active warfare in the field. 

In the meantime, however, Russian maneuvers have 
reached dangerous proportions so that the threat 
of war is menacing us again—only after one short 
year of respite. And, since Stalin, like Mr. Wallace, 
believes in “One World” but a world controlled by 
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SAWING A DONKEY IN HALF 











Russia and with Moscow as the capital, what ap- 
peasement can we possibly offer that will change this 
kind of thinking? Stalin has openly declared war 
against democracy—and top-ranking Russian lead- 
ers have stated that the Soviet system cannot live side 
by side with free enterprise. 

Herculean efforts have been made by the United 
Nations to arrive at a point of understanding but 
without avail. Those in power at the Kremlin refuse 
to live and let live, ignoring growing opposition 
among their own 
people. Because of 
the glimpses of the 
outside world that 
many Russians have 
had as a result of 
this war, a resistance 
movement has grown 
enormously despite 
the police - ridden 
Soviet system. Lit- 
vinoff was reported 
as head of the mod- 
erates seeking mod- 
ifications that would 





e By RUBE GOLDBERG 


greatly harmonize 
Russia with the 
Western democra- 


cies. But the demo- 
tion and apparent 
dismissal of Litvi- 
noff and the recent 
purge all over the 
Soviet Union would 
indicate that the au- 
tocratic leaders have 
won out. 

It would seem that 
the Kremlin finds the 
deteriorating world 
a perfect setting in 
which to gamble 
for big stakes. Eur- 
ope is flat—hungry 
and chaotic and 
Russia pushes forward through the muck. In con- 
trol of the Danube, she is already in a position to 
dominate the economic life of that part of the world. 
The middle east is a seething caldron of revolt 
against its rulers and Russia helps to keep the pot 
boiling looking to the future. In China, the weaken- 
ing struggle between the Communists and the Cen- 
tral government beckons to Russian opportunism. 
Today, blinded by the (Please turn to page 786) 
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A good intermediate rally seems probable 
before long, and may possibly have start- 
ed. Use it to get out of too-speculative 
holdings. The final bottom remains inde- 
terminate as to time and level. Hence, 





Wisest Market Action To-day 


we do not believe that a general renewal 
of investment buying is yet prudent, al- 
though we look for corrective market 
processes to run their course in less than 
average time as bear movements go. 


By A. T. MILLER 


ECENT market action has been tentatively en- 
R couraging, in the sense that it may yield a 
stronger and more protracted rally than anything 
yet seen since the decisive start of the downward 
trend in late August. A brief discussion of the 
technical reasons for that statement is in order. 

The “nosedive” phase took the Dow+Jones indus- 
trial average down from roughly 204 in mid- 
August to 167 on September 10 or by 37 points in 
a little over three weeks. Then came a rally which 
retraced about a fourth of that loss. It was dis- 
appointing since past recoveries, after comparable 
sharp declines, had averaged around twice as much. 
The reluctance of buvers to follow it was also in- 
dicated by relatively low volume. So much for the 
first rally. 

Next came a renewal of selling pressure, which 
by last Thursday, September 19, took the averages 
under the previous low on a heavy volume of trans- 


actions. Apparently, everything was set for another 
nosedive—except that this time the sellers showed 
reluctance to follow the move. The industrial aver- 
age extended the prior decline by only about 2 
points, on the basis of closing prices, then rallied 
substantially in the week’s final trading session on 
the largest upside volume seen since the decline got 
under way. 

As we stated at the start of this analysis, ap- 
praisal of these encouraging technical indications 
can only be tentative. The rebound coincided with 
the news of the ousting of Secretary of Commerce 
Wallace from the Cabinet. Undoubtedly that made 
for a more cheerful sentiment, with respect both to 
foreign policy and the domestic political outlook. 
In the eyes of investors, Mr. Wallace, more than 
any other man in public life, had come to be a sym- 
bol and spokesman for the Left. Nevertheless, if 
we were sure that the rally depended on this news, 
we would be less inclined to call it en- 
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couraging. We say that because we 
doubt that the dismissal of Mr. Wal- 
lace is important enough news to make 
for more than a transient upward 
ripple in a bear market. 


Other Reasons For Hope 


Perhaps more significant than the 
rally which closed the week was the 
fact that, despite last Thursday’s 
sharp sell-off, the momentum of the 
break had spent itself about two hours 
before the close of that day—and that 
was nearly 24 hours before the Wal- 
lace news came out. This suggests 
that, probably without any relations 
to news factors, effective support was 
met only slightly under the September 
10 low. If that is so, it has more bear- 
ing on the possibility of an_inter- 
mediate recovery, as distinct from a 
brief rally, than the Wallace news. We 
say “if” because, of course, on the 
point made here there was only two 
hours of technical evidence in the 
Thursday session to go on, uncolored 
by the Wallace news. Admittedly, 
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that might not be much of a 
test. But it did not take very 
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conviction that the final low jn 
the bear market has been seen, 
even if as we are inclined to 
think—it proves to be a minor, 
rather than major, bear move- 
ment. Bear markets nearly al- 
ways end in protracted dullness, 
making stocks available for 
some time at prices not far from 
the extreme lows. No one can 
predict at what level in the aver- 
ages the ultimate low will be but 
—even should it prove to be not 
much under recent lows — it 
must still be reasoned that, on 
a time basis, it is not yet pru- 
dent to recommend general buy- 


ing. 
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What about the other side of 
it? Is selling in order at pres- 
ent levels? We doubt it. At the 
low to date the Dow industrial average had can- 
celled about 40% of the entire bull market rise. 
Roughly the same degree of correction has been seen 
in our weekly indexes of 300 stocks, of 100 high- 
price stocks and of 100 low-price stocks. That is 
a large correction—especially if we are right in be- 
lieving that, in considerable degree, it represents a 
psychological adjustment rather than an informed 
consensus that serious deflation in business activity 
is not far ahead. On the latter point, we shall have 
more to say later. 


Reverting to the question of selling, the Dow in- 
dustrials at last week’s low were down about 47 
points from their bull market high. At 150, over 
half of the bull market rise would be wiped out, yet 
that is only 15 points under the low to date. Even if 
an intermediate recovery has not now started — 
and, as we noted before, the evidence on that point 
is inconclusive at this writing—the probability 
would seem to be that somewhere in that 15-point 
zone, under the recent low, there would be an ade- 
quate technical base for a rally lasting at least sev- 
eral weeks and taking average prices at least as 
high as they are now, perhaps substantially higher. 
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On this essentially technical reasoning, which is sup- 
ported by normal market behavior after big and 
concentrated breaks in the past, the chances are 
that before long a better opportunity for selective 
selling will be presented. 


When it comes, investors should weed out over- 
speculative or otherwise unattractive holdings — 
giving preference to sales of short-term loss issues 
for tax-saving purposes—and hold the proceeds in 
reserve for later sound buying opportunities which 
we expect in due time to recommend in the pages 
of this publication. 


Some Basic Factors 


A good many observers, and all of the biggest 
advisory services, have so far declined to recognize 
or concede that this is a bear market. They talk 
of it as if it were no more than an unusually severe 
reaction in a bull market. We see no sense in the 
distinction. Even if it proves fairly short and not 


too serious, it is still a bear market, not a reaction; 
and it will take time to get a new bull market 
started. To hold other- 


(Please turn to page 786) 
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Stock Groups 
Moving In Divergent Directions 








ii THE RECENT DECLINE in stock prices, the 
market is now back approximately where it 
stood just about a year ago, as measured by the Dow 
Jones Industrial averages. To some investors, this 
suggests that a given sum of money invested a year 
ago would be unchanged in market value at this 
time. Actually, however, this is far from actuality, 
for the stock groups comprising the market list have 
shown marked divergence. It means, in other words, 
that investments made in certain groups last year 
would still show a substantial profit notwithstanding 
the recent drop while a commitment in other groups, 


By FRANK A. GIFFIN, M.A. 
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conversely, would suffer losses far more drastic than 
that sustained by the market as a whole. Selectivity 
is always a desirable policy in any circumstance, and 
under today’s erratic conditions, it is a practical 
necessity. 

Taking the twelve month interval from Septem- 
ber 15, 1945 to September 14, 1946, the net change 
in the Dow Jones Industrial Average was virtually 
nil—down .1%. For the identical period, our own 
Magazine of Wall Street Index of 300 Common 
Stocks was up slightly (7.1% ) because of the larger 
number of issues included. However, the real sig- 
nificance of what has happened is brought out in 
the accompanying chart, which shows that some stock 
groups are still selling higher than a year ago, with 
percentage gains ranging from 0.6% to 97.3%, 
while others are down from 5.6% to 31.38% from 
last year. 


Marked Contrasts Indicated 


It will be noted that the greatest net gains were 
scored by consumer industries — liquors, amuse- 
ments, department stores, and textiles, whereas 
heavy industries figured prominently in the minus 
column — agricultural equipment, rail equipment, 
machinery, autos and accessories, reflecting rather 
accurately the present status and near term pros- 
pects of these respective segments of the economy. 

The reasons for this contrast in market behavior 
are fairly clear. During and since the war, sup- 
pliers of non-durable goods have earned much more 
on their net worth than concerns engaged in the dur- 
able goods field. In the non-durable goods field, 
costs were reduced or could be passed along to the 
consumer, volume expanded phenomenally, and 
strikes were fewer and shorter. 

During the earlier months of 1946, it was gener- 
ally assumed that major strikes which plagued the 
durable goods field would not be repeated during the 
second half, and that price restraints would be less 
severe. The market advanced to a new all-time high 
at the end of May under the stimulus of such hopes. 
Then it began to dawn upon investors that such was 
not to be, and the market started to decline—slowly 
at first, and then precipitously. 

Except for periods of hysterical bullishness or 
bearishness near the culmination of a major market 
movement, securities prices are usually governed by 
estimates of future earnings and yields. The shin- 
ing victim of the cost-price squeeze since V-J Day 
has been and probably (Please turn to page 785) 
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TO WHAT EXTENT 


Will Deferred 


Consumer Buying 
Hold Up? 





By WARD GATES 


ONSUMER DEMAND holds the key whether the na- 
tion faces a boom or bust. Given freedom from 
strikes, higher labor productivity, and an increased 
flow of materials, industry can produce up to the 
hilt of capacity. But will the alleged huge back- 
logs of demand built up during the war prove illus- 
ory or actual? Unfortunately, evidence already ex- 
ists that consumer purchases in many instances have 
evaporated most unexpectedly, and it is feared that 
similar vanishing of demand may crop up in the 
future for goods which supposedly had tremendous 
potential markets. If this is so, then it must be con- 
ceded that some of the foundation of whatever pros- 
perity currently prevails rests on a quicksand. Ac- 
cordingly, an analysis of present and latent con- 
sumer demand seems quite pertinent in view of the 
stock market’s recent slump. 
Consumer demand cannot be considered sepa- 
rately from price levels and from supplies of mer- 
chandise on the market. Surveys which do not take 


SEPTEMBER 28, 1946 








Photo by Wide World-Acme 


Will the same demand exist for goods 
at to-day's higher price levels? 





these factors into account are unrealistic. 
studies of postwar markets have assumed that sim- 
ply because normal consumption during the war was 
held up, all one had to do was to add each year’s de- 
ferred buying to arrive at a figure of peacetime pur- 


Many 


chases. It just has not worked out that way. De- 
mand rests on a number of factors—price, income 
levels, and psychological attitudes. When these ele- 
ments are taken into account, we can begin to see 
why postwar demand in some instances is proving 
and perhaps is going to prove disappointing in 
others. 


Analyzing Buying Power 


A pungent instance of superficial examination of 
consumer demand is to be seen in the latest estimates 
of automobiles to be purchased in a survey made by 
the Bureau of Agricultural Economics. The bur- 
eau’s survey reckoned that 5,000,000 persons wanted 
cars this year, a figure in line with general esti- 
mates of postwar demand for autos. One of the in- 
consistencies in the bureau’s report was that al- 
though 40% of the 5,000,000 would-be car pur- 
chasers had savings of less than $500, the great 
majority wanted to pay from $1,000 to $1,350 for 
an automobile. There are several fallacies in this 
statement. To begin with, it is assumed that these 
savings exist merely to buy autos, whereas other 
durable consumer goods, like washing machines, re- 
frigerators, houses, etc., are competing with passen- 
ger cars for the public’s dollar. Secondly, it is as- 
sumed that a declaration of intent to buy a car was 
synonymous with an actual future purchase; but it 
is well known that such declarations in many sur- 
veys, while well meant, are far cries from action. 
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Thirdly, the bureau’s report disregards the fact that 
current car prices are greatly above levels about 
which a mass market for automobiles has been built. 
This point is so important that we shall examine it 
in more detail. 











Passenger Car Factory Sales by 


Wholesale Price Classes 
1937 1941 
Price classes Number % Number % 
Under $500 ................... 1,724,549 53.0 10,107 0.3 
$501- $750 ................... 1,383,575 42.5 2,842,266 75.9 
$751-$1000 101,479 3.1 772,549 20.7 
$1001-$1500 26,401 0.8 106,284 2.8 
$1500-$3000 11,240 0.6 13,094 0.3 























The accompanying chart clearly shows that an 


enlarged market for automobiles has been conse- 
quent upon lower prices. Passenger car output 


jumped when Ford initiated a low priced car, a 
policy soon imitated by General Motors and Chrys- 
ler. The big market in cars revolved around a re- 
tail price of between $700 and $900. Now we are 
being told that 5,000,000 cars will be bought with 
prices based on from $1,100 to $1,500 retail, or a 
wholesale price of about $900 to $1,100. As the 
dashed line in the chart, representing estimated 1947 
consumption at a base wholesale price of $900, indi- 
‘ates, such supposed demand is entirely out of focus 
with established economic demand-supply relation- 
ships. For this price base, a consumption of 3,500,- 
000 cars, taking into account present abnormal de- 
ferred demand, is a more likely figure that fits in 
with the curve exhibited in the chart. This more 
realistic estimate, of course, hardly can be termed a 
boom level, and would be under 1937 and 1941 con- 
sumption. 

Further confirmation that general estimates of 
5,000,000 cars expected to be purchased are much 
too high comes from the data in the appended table. 
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In 1937, a normal peak year, more than half of al] 
cars sold wholesaled under $500 or a retail level of 
about $700; and more than 95% of factory sales 
were in cars wholesaling under $750 or a retail level 
of around $1, 050. he 1941, a year in which cars 
were bought in anticipation of shut-downs due to re- 
conversions to a war basis, 76% of total factory 
sales were in the $500 to $750 ileum price class 
or retailing between $700 and $1,050. T'ranslated 
nto actual figures: 3,102,124 cars under $750 
wholesale out of a total of 3,915,889 were sold in 
1937 when the average wholesale price was $588; 
and 2,852,373 cars under $750 wholesale were sold 
in 1941 when the average wholesale price was $698. 
Applying the 1937 and 1941 percentages to esti- 
mated 1947 sales, 4,000,000 cars are expected to be 
taken at a minimum wholesale price of $900. The 
improbability of such a quantity sold at a 50% 
price increase over pre-war averages may be gauged 
by the fact that when the average wholesale price in 
1920 was $949 only 1,905,560 cars were purchased. 
All experience and economic behavior therefore, 
stand against consumers rushing to buy 5,000,000 
cars which they have been accustomed to see priced 
some one-third below current retail prices. ee 
ing to an authoritative survey made in 1944, 

of those questioned stated that they would not ted 
a new car if prices were 25% to 35% above pre-war 
prices. 

How Demand Evaporates 


One of the peculiarities of postwar demand has 
been drying up of consumer purchases soon after a 
scarce item got into steady production. Pressure 
cookers furnished an early example of this sort. 
Peacetime demand for this household article, un- 
available during the war, was expected to be terrific. 
In fact, when the first pressure cookers appeared in 
stores after the war’s end, the public did buy. But 
in a few weeks purchases fell off sharply. What 
happened was this: new firms which had sprung up 
during the conflict sought peacetime outlets for 
plants and equipment made idle by war-contract 
cancellations, and one field some had turned to was 
pressure cookers because of the promising demand 
for this article. In consequence, output of these 
war-hatched companies plus that of established 
manufacturers quickly came on the market in larger 
numbers than was anticipated. The public, sensing 


that pressure cookers no longer were a scarce item} 


and balking at their inflated prices, decided to wait 
until competition among manufacturers brought 
down prices. Retailers became stuck with the cook- 
ers, and even high powered promotion could not 
move them at a fast enough rate. 


The Case of Radios 


Disappointing sales of radios provides an inter- 
esting case not only of consumer resistance to price} 
and of the oversupply factor but also of waiting for} 
new developments to materialize in the field. Before 
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the war the hope was for annual sales of 20,000,000 
sets for five years after the war. When receivers} 
began to trickle out of factories after October, 1945) 

it looked at first that this figure would be realized inf 
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light of the public’s flocking to buy. But after the 
first of this year, a marked diminution of buying 
zeal could be observed. Buyers were aware that new 
firms engaged during the war in manufacturing 
electronic devices had entered into production of 
radios when peace arrived, thus swelling the number 
of companies making sets by more than double. The 
public believed that resultant overproduction and in- 
tense competition would lower prices of ‘receivers 
back to pre-war levels. Moreover, people definitely 
preferred Frequency Modulation sets to current 
Amplitude Modulation ones and decided to wait 
until table models of this type became available at a 
reasonable price. Meanwhile, output of small AM 
models, particularly from factories of newcomers in 
the industry, began to appear in large numbers 
after April of this year. The results of this en- 
larged supply plus consumer apathy became ap- 
parent when large stores resorted to slashing prices 
of unknown brands by as much as 380%. 


How About Housing Demand? 


Great expectations were held that pent-up demand 
for residential construction would lead the nation’s 
economy into an unprecedented boom. According to 
the Bureau of Agricultural Economics, which under- 
took a survey on the subject in March of this year, 
some 3,200,000 spending units planned to purchase 
homes other than farmhouses. The greatest number, 
1,295,000 or 40.5% of the total, wanted houses to 
cost under $4,000; and the next largest group, 724,- 
000 or 21.4% of the total, desired to pay between 
$4,000 and $6,000. But since that survey was made 
prices of homes have gone up sharply; so that homes 
now being built for veterans under the National 
Housing Administration’s emergency program are 
about double that of a comparable dwelling costing 
$5,000 before the war. This means that about 65% 
of those wishing homes will be priced out of the 
market. Veterans are so disgruntled with the values 
they are getting in conjunction with potential de- 
fects in houses built to a price, that fear has been 
expressed that many ex-service men will move out 
and allow the properties they have acquired to be 
foreclosed when conditions become normalized and 
more attractive values are offered. A recent paper 
published by the Division of Research and Statistics, 
Board of Governors, Federal Reserve Board, warned 


within twelve to fifteen months if costs and prices 
stay as high as they are or increase. There is little 


/doubt that the balloon of pent-up demand for 


housing is rapidly deflating. 


Incipient signs of buyer resistance are, in fact, 
already discernible in the real estate market. True, 
the change has not been drastic, but from various 
parts of the country, realty men report a less urgent 
demand in some price brackets for residences. There 
is still acute need for dwellings of all types, but the 
present-day buyer is not offering the fantastic prices 


) he was willing to pay just a few months ago. Bids 


have been conspicuously lower in the upper price 


housing group, while in the low-priced category, the 
shoddy qualities so often seen are scaring potential 
buyers away. 


Consumer Supplies Increasing 


In a general study of consumer demand, the Fed- 
eral Reserve Board in its August, 1946 Bulletin 
noted that available supplies of some articles like 
housewares and radios are beginning to surpass de- 
mand; and that supplies of such nondurable con- 
sumer goods as clothing, jewelry, leather products, 
toilet articles, textile housefurnishings, and furni- 
ture are likely to exceed consumer wants before 
most durable goods show a like tendency toward 
oversupply in relation to demand. The Reserve 
Board further noted that rising prices for these 
products are likely to restrict demand and thus con- 
tribute to their forthcoming excess supply situation. 

It should be noted, in passing, that this is a factor 
too often overlooked in many appraisals of consumer 
buying power, namely, that as prices of consumer 
goods continue to spiral, there is a corresponding de- 
cline in the public’s over-all ability to buy. With 
many products and services competing for the con- 
sumer’s dollar, some items are pricing themselves 
out of reach. 


Realistic Market Analysis Needed 


Another fallacy committed by many trade analyses 
is failure to recognize the changing pattern of Am- 
erican spending habits. With our renowned standards 
of living, we have long enjoyed luxuries and con- 
veniences undreamed of in other lands. There has 
been a marked increase in spending for luxury type 
products in the past year or two, but a good part of 
this has been due to shortages of other goods, and to 
other factors. But to assume that his means a per- 
manently enlarged market for items of this type is 
a dangerous fallacy. 

Not all goods are in generous supply and hence 
have caught up with demand. The supply-demand 
picture indeed is a mixed one; acute scarcity still 
prevails in some lines. A notable instance of the 
latter condition is that of textiles. Although output 
of men’s suits in June reached an annual rate of 
23,600,000 suits, 34% greater than the 1941 rate, 
this quantity still is inadequate in view of the cur- 
rent demand for 40,000,000 suits. The same situa- 
tion obtains in other men’s apparel such as shirts, 
underwear, and socks. Here is one case where pent- 
up demands are genuine, because the millions of 
servicemen who have been demobilized must have 
apparel regardless of price. But even in this 
instance the question arises whether price increases 
on textile goods may not inhibit purchases when 
the first flush of consumer requirements has been 
satisfied. Resistance to men’s white shirts at $5 
a piece already has brought about a reduction in 
their price to around $2.75, and men’s boxer shorts 
which sold for $3 or more are now selling for less 
than $1. Price increases have stimulated produc- 
tion and brought out concealed inventories, to be 
sure but higher prices (Please turn to page 785) 
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C OMMON stocks popularly are believed to be good 
hedges against inflation. However, this is a mis- 
conception based on the idea that rising commodity 
prices should widen profit margins by lifting prices 
of goods sold. But many investors fail to realize that 
the exact opposite has occurred in past inflationary 
periods, namely, that profit margins shrank as costs 
advanced faster than selling prices. Such a situation 
exists today; and the question becomes uppermost 
whether corporate earnings may not ultimately be 
harmed by contemporary inflationary influences. 
The impact of costs on profits can be gauged by 
comparing the course of raw materials versus fin- 
ished goods prices at various stages of the business 
cycle. Raw materials represent an important item 
in prime costs, and finished goods prices furnish a 
composite picture of manufacturers’ sales prices. 
Wages, of course, form a weighty element in total 
costs. But, since raw materials contain the factor 
of wages, and since a characteristic relationship 
between raw materials and finished goods prices has 
prevailed at low and high points in the business 
cycle, study of these two data alone will suffice to 


By BARNETT RAVITS 


illustrate recurrent gaps in costs against selling 
prices. 

This relationship is to be seen in the accompany- 
ing chart which depicts movements of the Bureau 
of Labor’s indexes of raw materials and finished 
products prices each month from January, 1914 to 
August, 1946 and of the Federal Reserve Board 
index of industrial production beginning with 
January, 1919. Thus we have the opportunity of 
comparing what happened to costs and prices dur- 
ing the post-World War I inflation and what is go- 
ing on in this respect today. 

The complete route which both curves describe is 
as follows: at the start of an upward cycle of pro- 
duction raw materials prices are below those of fin- 
ished goods; so that manufacturers possess an ad- 
vantage in a superior margin of sales prices over 
costs. This profit incentive spurs industry to get 
the wheels of output rolling. As production in- 
creases, manufacturers buy raw materials in larger 
quantities and the resulting demand sends their 
prices up. These enlarged costs are passed on to 
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duction at capacity output be- 
cause overhead costs begin to en- 
large. The incentive to produce 
diminishes with vanishing profit 
margins, demand for raw mater- 
ials falls off, and their price struc- 
ture collapses. Raw materials then 
go down faster than finished goods 
prices and production also declines, 
and the cycle is back where it be- 
gan. 

We can illustrate the workings 






































ng of such a cycle in a normal peace- 
time period such as 1932-37. 
y- Prices hit bottom in February, 
il 1933, and the raw materials index 
il stood at 48.4 and the finished 
to products index at 65.7. Raw 
all materials then advanced rapidly, 
Hh and by February, 1936 had al- 
of most caught up with finished pro- 
it ducts: the two indexes being 
ot Photos by Ewing Galloway 79.1 and 82.2 respectively. After 
| Rising cost of raw materials threatens to eliminate already May, 1936 raw materials prices 
narrowed profit margins, thus reducing incentive to produce. soared, going ahead of finished 
18 products in November, 1936. At 
‘0- selling prices with the result that finished goods the top of the price boom in March, 1937 raw mat- 
in- prices advance. At the top of the cycle, when in-  erials made a high of 90.1 and finished products re- 
d- dustry is operating at capacity, cumulative de- corded a figure of 86.4, thus completely reversing 
er mand for raw materials has become so great that the position of the two in February, 1933. How 
ret their prices overtake those of finished goods. Manu- profit margins in 1937 were affected by this cost- 
n- facturers now find that the shoe is on the other foot; price squeeze is brought out in the illustrative case 
er profit margins have narrowed considerably and of General Motors. Although the company’s sales 
she threaten to become extinct in view of the more rapid had increased from $1,439 million in 1936 to $1,- 
ke increase of costs over selling prices. This circum- 606 million in 1937, costs had gone up from 76% 
stance is intensified by the rise in unit costs of pro- to 80% of sales with the (Please turn to page 784) 
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Will commodity prices follow the stock market's example or will they 
continue to move independently with continued world shortages of food? 
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Commodity Price Outlook 








like conditions today and 
provide us with some sort 
of guide. After World 
War I the security market 
reached a peak in Novem- 
ber 1919 a lapse of 12 
months from the end of the 
war. Stock prices have ap- 
parently reached their 
peak for the current war 
period also about a year 
after the end of the war. 
In November 1919 the Bu- 
reau of Labor Statistics 
Index of All Commodity 
Prices was 144.5. The peak 
was not reached until May 
1920 when it touched 
167.2. As a matter of fact 
it was five months later, or 
e in October, 1920, before 
&, the index was below the 
: 144.5 level. 

Thus, we find the pat- 
tern of the current war 
yeriod very similar to that 
of World War I. It is 
difficult to see all the fac- 
tors that caused the recent 
sharp decline in _ stock 
prices. Economists and 
market analysts will dis- 
agree sharply. One con- 
tributing factor was the in- 
creasing number of strikes 
which were putting a sev- 
ere crimp in _ production. 
Any marked decrease in 
the supply of a commodity 








By JOHN D. C. WELDON 


"gee READERS of the financial section of the news- 
papers may have been surprised to find security 
prices going down in recent weeks and commodity 
prices moving up. From July on, security prices 
have had the sharpest decline in recent years. Dur- 
ing that same period commodity prices staged their 
sharpest advance of the entire war period. Early 
in September, on the same day that the industrial 
stock averages recorded the sharpest daily decline 
in nine years, the Dow-Jones commodity futures in- 
dex actually closed higher. Some economists who 
consider the movement of commodity prices as a 
barometer of security prices were inclined to shake 
their heads and mutter to themselves. 

The independent action of commodity prices 
after major wars is well known. History shows us 
that after the wars of 1812, 1864 and 1914 prices 
advanced to a level 60 per cent above normal. The 
return to normal was very rapid in each instance 
and was partly responsible for the early post-war 
depression. Conditions after the last war were more 
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results in higher prices— 
and that is exactly what we 
are having at the present 
time. 

Before making any prediction of price movements 
it is well to observe where we are at the moment. 
We have pointed out that the peak in the monthly 
average after the first war was 167.2. Using that 
same index we find that in May of this year it was 
111.0, while a preliminary index for August shows 
128.0. We are therefore not yet up to the level of 
World War I, but the advance in the last few 
months has been greatly accelerated. 

A distinction should be made at this time between 
the price of farm products and the price of all 
other commodities. An analysis gives us some very 
interesting results. Using the Department of Ag- 
riculture index of farm prices (1909-1914—100) 
as our guide we find that in May 1920 the compo- 
site index reached a peak of 235. That same index 
reached 249 in August of 1946. Thus the price of 
farm products is already well above the peak reach- 
ed after World War I, while the price of all other 
products is still well below that level. 
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Readers may be a little confused in going back 
to 1909-1914 or to 1926 to find a measure of cur- 
rent prices. Let us just take a look at current 
prices compared with what they were in August 
1939, at the start of the war. The index of .28 
basic commodities as compiled by the Bureau of 
Labor Statistics is now 244 times what it was at 
that time. Foodstuffs and agricultural prices are 
already 3 times as high. This means that a repre- 
sentative group of commodities which cost you 
$1,000 in August 1939 would cost you more than 
$3,000 at the present time. Were it not for ceil- 
ings and subsidies, the cost would be still higher. 


Foreign Prices Higher 


Prices in the United States cannot indefinitely 
move independently of world prices. Let us change 
our sights for a moment and see how prices are 
faring in the rest of the world. In Hungary, to 
use an extreme case, the price level has advanced 
so sharply that the country is already bankrupt. 
It was similar to what happened in Germany after 
the last war. For those who like mathematics, the 
rise was equal to several quadrillion per cent. Sev- 
eral other countries of Europe, as well as China, 
have had fantastic increases in prices. This in spite 
of all our efforts to supply them with goods.  Fin- 
land, Iran, France, and Turkey are other countries 
where prices advanced more than 400% since 1939. 

Perhaps the best single guide of world prices is 
the daily commodity index published by Reuters of 
England. This index is composed of 21 agricul- 
tural and raw material items. It uses the base per- 
iod September 18, 1931 as equal to 100. Great 
Britain imports the bulk of her raw materials and 
obtains some item from practically every country 
in the world. If the British index should decline 





sharply, our own index would follow very shortly. 
At the low point in 1941 that index was 178.1 and 


its action since that time has been as follows: 


1946 1945 1944 1943 1942 
High 285.5 245.6 220.4 204.7 194.0 
Low 245.5 220.3 2038.1 193.6 184.5 


The rise has been steady and sharp. In recent 
weeks, however, this index has failed to advance. 
The peak to date was reached in August, with the 
current index about one point lower. 

A word should be said here of the recent riots in 
South American countries over the rise in the cost 
of living. It caused the Governments of Argen- 
tina and Brazil to restrict their exports, so that 
more would be available for home consumption. 
This shows that prices are at a level where the pub- 
lic is beginning to feel the pinch. It also shows that 
the world supply of commodities is still inadequate 
to meet the demand. 


Continued Price Rise 


Inflation psychology is still a factor in the cur- 
rent rise in commodity prices and unless the Ad- 
ministration takes more positive action in the near 
future, the rise may be accelerated for the next few 
months. Let us consider a few factors. The Fed- 
eral debt continues to rise. In 1929 it was 17 bil- 
lion dollars or about 20% of our national income. 
In 1935 it was 33 billion or 60% of our income. 
Last year it was 260 billion or 163% of our national 
income. The Administration continues to predict 
a balanced budget, but current indications are still 
against it at the present time. 

Chain and mail order reports for August show 
increases of 50 to 90 per cent, compared with a 
year ago, but the supply (Please turn to page 783) 
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CONGRESSIONAL faces are red at the finding it 
has passed a law running directly counter of the 
national statute on atomic energy control, clashing 
with the United Nations program on the same sub- 
ject. It consolidates farm credit agencies and pro- 
vides transfer of public lands by any federal de- 
partment shall include “all mineral rights.” Con- 
gress earlier had enacted a law that fissionable 
materials on federal lands could not be passed on to 
other ownership. UN agreements keep these min- 
rals out of private ownership. President Truman 





WASHINGTON SEES: 


Most important aspects of Washington's back- 
down in the seamen’s strike was the showing of 
positive proof that this government is complete- 
ly lacking in machinery not only to settle major 
strikes but also to defend its own policies 
against attack. 

The economic effect of an isolated case of its 
kind upon the inflation picture could not be 
great. But the cumulative result of many im- 
portant segments of labor pressing for similar 
advantages could be. And it is the latter likeli- 
hood that will toss the red hot issue to congress 
four months hence—earlier, if the President 
convenes a special session. 

Surrender to the seaman demand was not 
unexpected here. The Administration had no 
trump card to use against the all-out drive to 
discredit the Wage Stabilization Board. While 
Economic Stabilizer John Steelman declares 
with perfectly straight face that there has been 
no departure from the hold-the-line formula, it 
is significant to note that it was the White 
House, not WSB, that drafted the "settlement." 
Wage agency members saw clearly that an open 
door policy was involved, refused to go along 
with it. One member queried: "Do we exist to 
formulate orders, or to receive orders?" 

The government today controls profits and 
prices, only there is no "ceiling" on wages. 
SESE TR OR Ea 








By E. K. T. 


signed, anyway; he was sure, he said, Capitol Hill 
would erase its error at first opportunity. 


SIGNIFICANT, in an election year, is the fact that 
democratic senators showed a dispe='tion to veer away 
from party regularity on votes take. the closing 
months, while their republican colleagues moved 
closer to a solid front. The GOP says that’s evi- 
dence that even the high ranking democrats couldn’t 
accept the Administration’s leadership, while the 
democrats say it’s only further proof of their inde- 
pendence. Anyway, 75 per cent of the democrats 
and 67 per cent of the republicans voted with the 
majority of their party three-quarters of the time, 
between January and May; 49 per cent of the 
democrats and 72 per cent of the republicans built 
up such a record in the May-August months. 


SEN. KENNETH McKELLAR, member of the upper 
house of congress by gift of Boss Ed Crump of 
Tennessee, and president pro tem by reason of the 
passage of time which gives him seniority, has failed 
in his attempt to boss the War Investigating Com- 
mittee through a hand picked chairman. When 
Senator James M. Mead resigned to make the New 
York gubernatorial race, he suggested hard-work, 
ing, hard-hitting Senator Harvey Kilgore of West 
Virginia as his successor. McKellar wanted to 
name the new chairman, found himself stopped by a 
ruling of the senate parliamentarian. 


JOHN L. LEWIS is itching to get into active politics, 
is jealous of the prominence and “press” enjoyed 
by the CIO Political Action Committee and will try 
to create a similar organization as an affiliate of 
the American Federation of Labor, to which he only 
recently returned his United Mine Workers. Presi- 
dent William Green, devoted disciple of Samuel 
Gompers, will resist on the ground that AFL, ad- 
hering to Gompers teachings, has prospered as a 
non-political entity. But Lewis is politically ambi- 
tious, will override Green. 
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Encouraged by victory won at the court of last resort for 
administrative agencies — the — House , iteost — Wilson 
























will prove his point that a vast Nereis of caconne natetan Ga cnn 
be gotten under way "before the snow flies." 














Wyatt, housing czar, had contended non-residential con— 
struction must be further cut if his program were not to be 
scrapped. CPA's John D. Small replied commercial building has 
been slashed to a dangerous level. Reconverter John Steelman 
decided in favor of Wyatt, whereupon Small dumped the entire 
program into his lap, a 1400-man staff included. 




















On another housing front, the real estate lobby, one of 
the newest yet one of the most effective in the Capitol, has fixed 
its sights upon immediate review of the OPA law when congress 
comes back. Points to be made are that a minimum increase of 15 
per cent in property rentals should be allowed (congress rejected that in July), and 
that rent control by the federal government should end not later than March 31, 1947. 


























Natural gas producers who say enough of the product is being destroyed each 
year to supply present needs of the New York-New Jersey—Philadelphia area for two 
and one-half years, are making a determined fight to impress upon War Assets Admin— 
istration their argument that Big Inch and Little Big Inch pipelines should be sold 
for use as natural gas carriers. 





























WAA policy, as expressed by Chairman Littlejohn, is to await an offer from a 
suitable company intending to use the huge lines for petroleum and its products. 











Meanwhile bids have been asked in all categories — natural gas, oil, a combination 
of the two. 
Rail and mine unions are in the fight, too — on the other side of the issue. 





Their interest is obvious. Hast Coast refiners want the pipelines used or at least 
held available for petroleum. Natural gas people suggest they return to tankers, 
no longer in oceanic service, and surplus in numbers. 








Rep. Harold Knutson of Minnesota, still has his GOP colleagues worried over 
his reiterations that election of a republican house in November will bring on a 20 
per cent tax slash. Party's national headquarters is making no such claim, wishes the 
issue would die. Real concern is that the battle cry will be taken up in the pre— 


cincts, put the republicans on the spot in the event house control switches. 


























Balanced budget is another Knutson piece of bait to attract the votes. With 
government spending running at the rate of 41 billion dollars yearly, sharp cuts in 
outlays are indicated. But there is nothing in the recent record to hint congress 
has any disposition to slash deeply into budgets. 























Fiscal experts in and out of the Treasury, members of both parties: are in 
tacit, coalition to cancel out the effects of Knutson's speeches. They're pointing 
out further tax reduction must be deferred until the government spending is reduced 


to a level at which receipts are more than enough to cover outlays. 
































Extra! All About the Government! The Government Printing Office has complete 














one of its toughest assignments — four volumes, 972 pages telling what makes the 
federal setup tick, how its functions are distributed among agencies. . 
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Each department, and bureau was instructed to outline its duties, powers and 
performances — in brief. Modesty was not the watchword apparently, for the material 
came back in such volume _ 6000 printed pages would be required. The blue pencil 




















In typical ical fashion, the volume is being published as reorganization 
of agencies is about to begin. Much of it will have to be corrected; much of the 
material will be obsolete long before it reaches the hands of subscribers. 




















International affairs — specifically dealings with Russia — has been cata— 
pulted to the highest rung of the campaign ladder. It was placed there by Henry 
Wallace's speech for the Mead—Lehman ticket. The speech had been seen before delivery 
by President Truman; whether the President indorsed it or not cannot be learned from 
official White House transcripts. One shows Mr. Truman indorsed; another denies it. 


























The furor kicked up by the Commerce Secretary's "two worlds" proposal has not 
died down. Southern democrats seem as anxious to keep it alive as the republicans. 
Certainty is that they'll have to expend very little effort on that objective. 
Wallace, himself, will Heep it going. 
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campaign but he won't captain the team in a barnstorming. He'll speak in metro— 
politan areas in the northern states, but he'll be kept out of the southland. 
Trade with the Philippines is increasing monthly, but so far it has been one— 


way traffic — westward. Overwhelming transport difficulties have prevented any con-— 
siderable movement to the United States of the products of the world's newest republic. 





























Despite severe financial difficulties, the Roxas regime is taking steps to 
maintain friendly interest in this country. Practical illustration of that fact was 
an order to the Philippine National Bank, a government-owned institution, to pay the 
pre-war deposits of American citizens in that bank, although the deposits were trans— 
ferred to the Japanese Bank of Taiwan and the Yokohama Specie Bank. Involved is more 
than 2 million dollars. 


























Up—to—the-minute methods are governing Philippine business deals. Recent 
instance was beginning of air shipments of baby chicks of superior grades, intended 
to improve the flocks, increase their egg production. Initial shipment was 100,000 
chicks. Cost of transportation, insurance.and other items amounted to $1 per chick. 
Manilans gladly paid, made long—term contract providing receipts from US every 30 days. 




















Fact that both major political parties are claiming authorship of Federal 
Deposit Insurance Corporation is a compliment to that agency. But what interested 
bankers and their customers more was the fact, disclosed in the annual report just 
out, that no bank failed in the United States last year, the 12th year of FDIC. 





























It was the first time in several generations, the agency pridefully stated, 
that an entire calendar year passed in which the country experienced no bank failures. 
FDIC, however, had a simple explanation for this record: "This has resulted primarily 
from the continued high level of business." 




















More than 100,000 patents, everything from aeronautics to woodworking in the 
alphabetical listing, will become available as result of a recent agreement on German— 
owned patents reached by a 12-nation conference in London. 


Office of the U.S. Alien Property Custodian already has licensed 8,000 of the 
19,000 German patents which have been seized. These will be thrown into a general 
































pool with those seized by other participating countries, made available for manu— 
faqturers and producers in the nations pmeupet- But existing contracts will be re— 
spected all around. 
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Look Now? 


How Do Rail Stocks 





By GEORGE W. MATHIS 


INCE OUR LAST sURVEY, the railroad industry has 
been confronted with much adverse news, namely : 


(1) An increase in wages of record proportions, 
retroactive to January 1, estimated to increase total 
wages of Class I carriers by $716 million annually. 
(2) Passage of the Crosser Bill, estimated to cost 
the Class I carriers some $100 million annually for 
the next several years, with increases on a sliding 
scale thereafter. (3) Effective July Ist, a freight 
rate increase of insufficient proportions (6%) to 
offset the wage increase (estimated increase in rev- 
enus $380 million—on an annual basis. 

Net result of the increase in wages without a cor- 
responding increase in freight rates until July 1st 
is clearly seen in the earnings results for the first 
half year. Net railway operating income for each 
of the first six months, compared with the same 
months in 1945, is herewith furnished: 








1946 1945 
(000 Omitted) ——— 
January $ 70,848 $ 76,041 
February 57,817 74,664 
March (def.) 20,459 102,004 
April 10,128 95,065 
May (def.) 4,780 103,634 
June 38,080 99,947 
6 months $152,957 $548,526 


In the above computations, there is one minor 
distortion in that while the amount charged in 
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Despite drop in carloadings from the wartime 
peak drastic shortage of equipment exists. 


1946 for depreciation of both way and structures 
and of equipment, amounted to $170.4 million as 
against $165.6 million for the corresponding per- 
iod in 1945, total set aside for amortization of de- 
fense projects in 1946 was only $3.8 million as 
compared with $117.7 million in the same period 
a year ago. 

After deducting fixed charges, the Class I car- 
riers had a deficit of roughly $87 million. Practi- 
cally no tax carryback credits are included in the 
first six months’ figures. Allowing for the nominal 
freight rate increases put in effect July Ist, tax 
‘arryback credits, and increased revenues from 
elimination of land grant rates effective October 1, 
1946, full year’s earnings should reach between 
$350 and $400 million after fixed charges, within 
hailing distance of the $447.3 million reported in 
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1945, although a far cry from $901.7 million re- 
ported in 1942. Nev ertheless, a fair showing. 

Slowness of the I.C.C. to hand down a decision on 
a further freight rate increase may be attributed 
to the desire of the Commission to measure the ex- 
tent of the industry’s tax carryback credits, also 
the savings to be effected through repeal of land 
grant rates. If perchance the industry is subject 
to another wage increase in 1947, greater alacrity 
is to be expected in obtaining rate relief by the 
Commission, but this is conjectural. 

In the face of poor earnings, and delays of the 
Commission in approving a further 10% increase 
<now expected to become effective January 1, 1947) 
it should occasion no surprise that the rails have 
been engulfed in the recent liquidation. Whereas, 
measured by the Dow Jones averages, the industrials 
and utilities have both declined approximately 20% 
from their 1946 tops as of this writing, rail stocks 
have declined over 28%. Even sharper declines 
have been recorded in the rail bond market, such 
good quality bonds as St. Paul Income B’s declining 
from 96 to 57; Chicago & Northwestern Incomes 
from 98 to 72; Erie Incomes from 103 to 76; and 
Seaboard Incomes from 90 to 65. Equally striking 
declines have been recorded in bonds of the so- 
called “borderline” carriers, B & O refundings de- 
clining from 99 to 66; CN refunding from 98 to 
81 and Illinois Central debenture 434s from 97 to 
79. Some of the more important senior defaulted 
bonds have been extremely hard hit in the current 
decline, R. I. generals and refundings declining 
from 106 and 72 to 65 and 43 respectively; MOP 
refundings from 103 to 74; New Haven refundings 
from 81 to 45; and Frisco prior liens and consols 
from 73 and 52 to 40 and 30 respectively. Par- 
ticularly vulnerable were the junior MOP issues, 
the 514s receding from 46 to 14 and the generals 
from 64 to 23. 


Rail Position Analyzed 


Without attempting to ascribe detailed reasons 
for the general market decline, (in which the rails 
have fared so badly) one may mention Mr. Eccles’ 
tightening of the money market through sale of 
over $4 billion of U. S. Government bonds by the 
Central banks, and 2. — the economic inbalance 
which has slowly and insidiously crept into our 
economy in recent years as between unionized and 
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non-unionized employees —a movement which has 
resulted in a sharp decline in real wages—practi- 
cally always a precursor to a major economic re- 
adjustment. 
mental relationship between commodity prices, liv- 
ing costs and security prices. 
Tribune of September 8th, Mr. Allen M. Bernstein 
points out that preceding virtually every sharp de- 
cline in security prices, a sharp rise in wholesale 
commodities has occurred, as in such years as 1815, 
1837, 1857, 1873, 1920 and 1937 and again in 1946. 

Regardless of reasons for the sharp declines al- 
ready recorded, the question may well be asked 
whether the market action of rail securities in the 
past three months or more presages another period 
comparable to the 1937-1938 business and financial 
collapse. We think such a development unlikely 
for the following reasons: (1) A business recession 
if such should materialize should be held to normal 
proportions, especially as substantial backlogs exist 
which will take up the slack following correction of 
distortions which have entered our price structure. 
(2) Railroad earning power should be well main- 
tained even with a decline in gross revenues threat- 
ened as a consequence of (a) a probable 10% in- 
crease in freight revenue effective January 1, 1947, 
(b) increased labor efficiency which automatically 
increases in every period of business readjustment, 
and (c) railroad costs should be substantially lower 
as materials are made available (such as ties, rails, 
etc.) at concessions from their advanced 1946 levels. 


Lastly, the generally anticipated demands of rail- 
road labor in 1947 may well be modified consider- 
ably should a business recession of even relatively 
minor proportions develop. 


We believe, for reasons above stated, that unusual 
bargains have been uncovered in the recent sharp 
market decline. We further believe that relatively 
few investors are fully aware of the statistical im- 
provement of the industry, recorded in our last sur- 
vey, nor of earnings’ possibilities for 1946. In 
general, we expect that railroad earnings this year 
will be most satisfactory despite inadequate rate 
relief thus far accorded the industry by the I.C.C. 
In those instances where earning power has re- 
mained consistently low for the first '7 months, sub- 
stantial tax carryback credits should swell earnings 
until supported by permanent rate increase. 


Prospects in 1947 


For 1947, assuming a 10% freight rate increase 
granted by the Commission, railroad earnings 
should exceed those for 1946. Our interviews with 
railroad managements have convinced us that in 
most instances a further 10% freight rate increase 
will provide more than sufficient revenues to cover 
the 1946 wage increase, the cost of the Crosser Bill 
for next year, and a portion of increased material 
costs (ties, steel rail, freight and passenger cars, 
etc.) For the longer term outlook, reference to 
our recent survey will furnish reasons for our long 
term optimism. 

Accordingly we believe that railroad security 
holders should retain their perspective, and should 





FHE MAGAZINE OF WALL STREET 


Nor should one overlook the funda- : 


In the N. Y. Herald 
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not become panic stricken at this juncture. Rather, 
we would counsel patience, and if selective purchases 
are limited to days of climatic selling, the overall 
investment result should satisfy the most avaricious. 

Brief comments on 1946 earnings prospects for 
major railroad systems this year will conclude our 
brief railroad survey :— 

Baltimore & Ohio. Net railway operating income 
will doubtless fail to cover even 50% of the $27.6 
million fixed and contingent interest requirements. 
However, carryback tax credits are likely to be such 
as to provide income to cover full requirements 
about 1.1 times. Collapse of the bond market has 
probably delayed complete refunding operations un- 
til 1948. Partial refunding however is likely in 
mid-1947, if not earlier. 

New York Central. Earnings should just about 
cover fixed charges of $41 million and tax carry- 
back credits should provide earnings of slightly 
over $2 on the common. Refunding possibilities 
quite remote for this carrier. 

Santa Fe. Despite absence of tax carryback 
credits, earnings of over $12 per share will ‘prob- 
ably be shown unless all signs fail. 

Union Pacific. Earning power of this carrier, 
similar to SF, is such as to preclude use of tax 
carryback credits. Full year earnings should ex- 
ceed $12 per share. Next July Ist company is 
expected to retire $100 million of debt out of ade- 
quate cash resources. New oil discoveries are a dis- 
tant possibility. 

Frisco. Full year’s earnings should approximate 
$7 million and permit of distribution of approxi- 
mately 50% of last year’s distribution on the Prior 
Lien and Consol bonds. Possible passage of a new 
“Wheeler Bill’ may be effected prior to consumma- 
tion of current reorganization, with resultant better 
treatment to junior liens. 

Northern Pacific. Probable earnings $2.00 per 
share or better, plus substantial equity in both 
working capital and undistributed earnings (pos- 
sibly another $2 per share) in various subsidiaries, 


primarily S.P.S. and C.B.Q. $1 


mortgage. ‘Trustee has recently petitioned the court 
for permission to pay two coupons on the refunding 
5s, and four coupons on NOX firsts (various is- 
sues). Pending passage of Wheeler Bill, junior 
bondholders may try to restrain payment to permit 
subsequent utilization of such moneys to buy bonds 
at a discount, thus improving the relative status of 
the juniors. 


Mid-Western Roads 


Rock Island. Including tax carryback, probable 
earnings of $18 million. Major reconstruction pro- 
jects in Iowa now completed. Should Santa Fe’s 
request for entrance into St. Louis be granted, R. I. 
should gain in interchange business with SX at 
Tucumeari (bulk of such SX interchange now 
being with the Cottonbelt at Corsicana, a 400 mile 
longer haul to St. Louis from the coast). 

St. Paul. Including tax carryback, probable 
earnings $15 million, or adequate earnings coverage 
on the junior B Incomes. Refunding of First 4s 
likely in 1947. Working capital in excess of $88 
million may be used to retire all Terre Haute issues 
except non-callable South Indiana issue. Dividend 
on preferred stock improbable. 

North Western. Including tax carryback, earn- 
ings of $8.50 on preferred likely. On further weak- 
ness, income bond purchases by the company for its 
own account quite likely in view of its strong finan- 
ces; over $60 million in working capital and govern- 
ment bonds. 

These earnings summaries should suffice to show 
that deflation in railroad securities in recent months 
may have far outrun economic realities. Our gen- 
eral comments should also provide background for 
our belief that such earnings contraction as occurs 
in 1947 will be relatively small, and that following 
a brief but sharp economic readjustment, fundamen- 
tals of the railroad industry are such as to warrant 
optimism on the part of railroad security holders for 
a period of years during which a high degree of 
economic activity is env isaged. 





dividend appears safe. 
Illinois Central. Including tax 





carryback, probable earnings $3.50 





per share. Refinancing indefinitely | 400 
delayed awaiting better bond mar- 
ket conditions for this road. 

Great Northern. Including tax 
carryback, probable earnings $6.50 
per share. Strong working capital 
being maintained. Company plans 
to retire 514s, 1952 at or prior to | 300 














maturity. Increase of dividend to 
$4 per share a reasonable proba- 
bility in late 1947. 

MOP. Including tax carryback, 
earnings of some $21 million will 
probably be reported, equivalent to 
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6 Common Stocks With Investment Potentials 
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BURROUGHS ADDING MACHINE COMPANY 


BUSINESS: The nation's fourth largest producer of adding, billing, 
calculating machines, typewriters and cash registers. Operations are 
centered mainly in Detroit, Mich., with an assembly branch in Windsor, 


Ont. 


OUTLOOK: Company's business fundamentally has prospects for con- 
tinued heavy demand for its specialties, both at home and abroad. 
Expanding requirements for office equipment of the most modern type 
are indicated, due to need for increasing efficiency to hold down 
rising costs. Supporting this premise, backlog of orders at the begin- 
ning of the year were some $40 million, afterwards rising to above $50 
million a few months later. While first half year operations were 
slowed by reconversion adjustments and shortage of materials, the 
path ahead will be smoother. Working capital of around $27 million 
is at a peak level. Earnings, although never spectacular, have shown 
above average stability for many years past, and aided by large volume 
plus price relief should continue to be satisfactory for some time to 
come. A single class capital structure benefits shareholders. 


DIVIDENDS: For 51 years past the dividend record has been un- 
broken, and a liberal share of earnings has always been distributed. 
During recent months the rate was raised to 15 cents per share quar- 
terly, indicating official confidence in the company position. 
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MARKET ACTION: Recent price of around 15 compares with a 1946 
high of 2134 and permits a yield of 4%. Low for 1945 was 13%. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ thousand) 




















December 31, June 30, 

ASSETS 1941 1946 Change 
SL Sette ieckn tsa anak bacanakbssnaibceusvaninaneninencent $8,345 $7,417 + $928 
Marketable securities na 6,200 10,680 + 4,480 
Receivables, net ............. < 4,905 4,058 — 847 
III isis sia ceceddccbecapanctesaiboaipeaicboshinscb 10,764 11,038 + 274 
TOTAL CURRENT ASSETS ppesbewcaseasbineeys 30,214 33,193 + 2,979 
Plant and eq n 19,578 + 2,867 
Less depreciation 11,140 + 2,788 
Net property ......... 8,438 + 79 
Other assets ....... 4,824 + 2,317 
UNIS | cece ccnchsvccsscosscetubvocsntnencens 46,455 + 5,375 
LIABILITIES 

Accts. payable and accruals 4,898 + 2,827 
Reserve for taxes ...............:.... 2,526 — 1,971 
Other current liabilities .......... i — 703 
TOTAL CURRENT LIABILITIES . 7,424 + 153 
Deferred liabilities ....................... & 3,949 + 1,532 
Reserves 62 + 27 
Capital [a 
Surplus 9,455 + 3,663 
NINES  siissccesscctnovcstnnepeeursencece 46,455 + 5,375 
WORKING CAPITAL ....................cccccccee 25,769 + 2,826 
Current Ratio 4.46 + .30 











National Biscuit Company 
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NATIONAL BISCUIT COMPANY 
BUSINESS: Company is the world's largest producer of biscuits, ac- 


counting for more than half of total domestic output. Additionally, 
bread, cake, cereals and other products achieve diversification. A 
carton factory is owned, company makes 80% of its own flour and its 
entire supply of molasses. 


OUTLOOK: The strongly entrenched trade position of National Bis- 
cuit and the popularity of its products with consumers point to 
further continued stability of volume, a significant factor in its long 
history. Low prices for its crackers, aided by clever packaging and 
promotional efforts attract buyers even in periods of depression. In 
good times, sales naturally tend to rise as spending power increases. 
Profit margins in this industry are narrow, but large volume offsets this 
adverse factor. While rising costs have currently cut into operating 
profits, relief from EPT has more than mitigated the disadvantage. 
The financial position is exceedingly strong, with working capital at an 
all time peak. For many years past, net earnings have been remark- 
ably stable, though held down by taxes in war years. In 1945 net per 
share came to $1.39 against $1.64 in 1938. 


DIVIDENDS: For the past 47 years shareholders in National biscuit 
have never failed to receive a dividend, the annual rate since 1943 
having been $1.20 per share. In near prewar years the rate varied 
from this level to a high of $1.60, showing a liberal dividend policy 
on the part of the management. 


MARKET ACTION: The recent break in the stock Market pushed the 
price down to around 28!/2, creating a more favorable buying oppor- 
tunity for conservative investors than at the 1946 high of 3734. Per- 
centagewise the drop was about 24%. 


means BALANCE SHEET ITEMS 
(in $ thousand) 













































Dec. 31, Dec. 31, 
ASSETS 1941 1945 Change 
MID 6 raga ceceksn icdsadvnsabbubtvdcresvccheas $19,622 $15,424 —$4,198 
Marketable securities 1,378 31,957 +20,579 
IIR MRE ooo ccckscususuacthsatavsususervssse 4,723 + 1,202 
Inventories sea 26,033 +11,727 
TOTAL CURRENT ASSETS ackbenenvasussuscsse 78,137 +29,310 
Plant and Pp 94,311 
Less depreciation 41,748 ‘asain 
Net property 52,563 —28,566 
Other assets 1,758 + 764 
TOTAL ASSETS . 130,950 132,458 + 1,508 
LIABILITIES 
Accts. payable and accruals .............. 3,810 7,41) + 3,601 
Reserve for taxes 10,921 19,807 + 8,886 
TOTAL CURRENT LIABILITIES. ............ 14,731 27,218 +12,487 
Reserves 7,822 3,367 — 4,455 
Capital 87,699 See —”—CC«CiéCusbnine 
Surplus 20,698 14,174 — 6,524 
PR OUT T NEES ore sceccscccssccsccenccsscmesone 130,950 132,458 -++ 1,508 
WORKING CAPITAL ..............::ccsesceeeseee + ty a +16,823 
Current Ratio = 
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6 Common Stocks With Investment Potentials 





Cluett, Peabody & Company 


MILLIONS OF DOLLARS 
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CLUETT PEABODY & COMPANY 


BUSINESS: A long established manufacturer of shirts, collars and 
haberdashery, deriving substantial additional income from royalties 
received from its famous sanforizing process. 


OUTLOOK: Despite continued shortage of cotton goods, operations 
of this important specialty producer are reported as being close to 
capacity. Deferred demand for the company's products has kept the 
backlog of orders at high levels, and when finally satisfied, should 
find replacernent demand sufficient to assure a large volume, pro- 
vided the national income remains at expected heights. Additionally, 
new fields have been developed for utilization of company's revenue 
producing Sanforizing process. As labor troubles have been surmounted 
and relief from EPT should add some $1.50 per share to 1946 earn- 
ings, the road ahead appears promising. Volume for first six months 
of 1946 was nearly 30% above the relative 1945 period, net per share 
more than doubling to $3.03 against $1.48 during the first half of 
1945. Working capital seems ample for all current requirements. 


DIVIDENDS: Since 1914, with one exception, an unbroken dividend 
record has been established. If earnings continue as currently, chances 
that the $2 dividend paid in the 1943-45 period may be raised more 
in line with the $3 per share paid in 1941 are reasonably fair. 


MARKET ACTION: In its recent dip to around 44!/2, Cluett shares 
fell nearly 25% below their high of 605% in the late spring. At. the 
lower level a yield of 4.5% appears attractive in view of the com- 
pany's strong fundamentals. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ thousand) 


December 31, June 30, 
1941 1946 



































ASSETS Change 
MNO cao cscs ceca ccesesetuacscecexadiccusceudceusuvsercencants $4,295 +$2,716 
Marketable securities . be 1,886 + 7 
NNER MMU coo occ sca s ecu naascaaeensszosee 4,473 — 563 
Inventories 12,814 + 2,777 
TOTAL CURRENT ASSETS. .................. 17,809 23,468 + 5,659 
Plant and equi + 8,304 10,272 + 1,968 
Less depreciation ; 5,452 7,241 + 1,789 
Net property ae 2,852 3,03] + 179 
MNT SOMEONE | ccssusecscccecsesaconcancostencedesexevensve 617 245 ~ 372 
EL IONE sc ccoscabtcdsteecadseecsvcuoasavaters 21,278 26,744 + 5,466 
LIABILITIES 

Accts. payable and accruals 1,657 1,863 + 206 
Reserve for faxes ...........cccccccccece eae 2,894 2,480 — 414 
TOTAL CURRENT LIABILITIES . .. 4,551 4,343 — 208 
MOTONEGG TIDITIMIOS | cca siccecassciveccisccscvaesees a — 4174 
EW PEMEUE TOMEI cscccccescvsscisstcciscsietcssess:  “Maaeavan 120 + 120 
MOT RUN ONIN cae ccccsdenccscccassbic?  kenesins 1,875 + 1,875 
MRR aes ecei chen cess ss cucucestarciucitesecessécass 300 422 + 122 
MMBEMIE vise sces cantar scstecccacsascecess os 7,803 7,803 scones 
Surplus... - 8,450 12,18) + 3,731 
OWE LEABILUTIES: 55.5. ccc.cccccescnssescaesse 21,278 26,744 + 5,466 
WORKING GAPITAL  «...:..::00c0.00000--..0..5.. 13,258 19,125 + 5,847 
Current Ratio 3.70 5.42 + 1.52 
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CHARLES PFIZER & CO., INC. 


BUSINESS: Incorporated in 1900 as successor to a business started 
in 1848, Company has established a strong position as a producer of 
special chemicals, including vitamins, penicillin and streptomycin. A 
number of its products are of its sole origination. 


OUTLOOK: As the world's largest producer of citric acid and citrates 
in prewar, and now holding a similar rank as to penicillin, this con- 
cern currently is broadly sharing in the widespread prosperity of the 
chemical industry, with diversification creating new worldwide mar- 
kets in addition to its trade with 6000 customers in the domestic field. 
To achieve the miracle of mass production of penicillin in wartime 
company expended over $3 million for new facilities without recourse 
to outside financing, reflecting its strong treasury position. Demand 
for this product from all quarters of the globe is bolstering sizable 
exports sales, atop expanding domestic volume, creating ability to 
effect consistent reductions in price. Now on the slate are plans to 
follow similar lines in producing streptomycin on a larger scale. All 
said, over all volume appears headed still further upward, and to 
provide ample capacity, the company expects to build a large new 
and modern plant in Connecticut. 


DIVIDENDS: Earnings have been distributed regularly since 1901, 
the total payment of $1.20 per share during the first three 1946 
quarters comparing with a net of $1.94 for the March quarter alone, 
against a relative net showing of only 37 cents in 1945. 


MARKET ACTION: During the market decline of the past few 
months Charles Pfizer shares dipped from an earlier high of 80 to 
around 59, or about 25%, despite the sound position of the company 
and its bright prospects. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ thousand) 


April 30, December 31, 
1945 















ASSETS 1942 Change 
71 | CAS A Le ES eo SRS $1,129 $2,449 +$1,320 
Marketable securities . ae 124 7,285 + 7,161 
Receivables, net ......... “a 901 2,075 + 1,174 
Inventories — ................... aos 4,439 6,612 + 2,173 
Other current assets ........ ee ee 133 + 133 
TOTAL CURRENT ASSETS — Cas 18,554 +-11,961 
Plant and equipment ........... pes 6,840 12,005 + 5,165 
Less depreciation : es 2,726 7,550 + 4,824 
Net property ..... .. 4,114 4,455 + 341 
Other assets ...... ‘es 1,749 685 — 1,064 
TOTAL ASSETS .... reicclopenantne 12,456 23,694 +11,238 
LIABILITIES 

De INN cons cissnca cesienissesccoscesecssse i? — 1,600 
Accts. payable and accruals . ee 991 2,593 + 1,602 
Reserve for faxes ................-.ccs00 1,953 6,773 + 4,820 
TOTAL CURRENT LIABILITIES .. .. 4,544 9,366 + 4,822 
Deferred liabilities ...................... aa , es _ 27 
MI © ccccsnscentcncernsicies ee 1,385 2,283 + 898 
Capital .. 3,625 1,310 — 2,315 
SII, saeccecscénctasascén ae 2,875 10,735 + 7,860 
TOTAL LIABILITIES 12,456 23,694 +11,238 
WORKING CAPITAL 2,049 9,188 + 7,139 
Current Ratio ......... 1.45 1.98 -53 
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NATIONAL DAIRY PRODUCTS CORPORATION 


BUSINESS: The dominant factor in the dairy products field because 
of its large output of cheese and ice cream, and closely comparable 
to Borden in distribution of fluid milk and cream. 


OUTLOOK: Conditions East of the Mississippi, where sale concentra- 
tion mainly is confined, are so promising that consumer demand should 
sustain volume on a high level in the medium term. Prospects for 
continued expansion in sales of ice cream, on which profits margins 
are wider than upon fluid milk, are enhanced by popularity of this 
wholesome food with returning veterans. Exports of Kraft cheese also 
are becoming increasingly important. All said, an uptrend in volume 
seems likely ahead, especially in view of more satisfactory prices 
since the revision of OPA. Relief from excess profits taxes should 
raise net substantially in the current year despite rising costs. Ex- 
penditure for wages is moderately light, absorb hardly more than 
16% of gross revenues. Eargings of this company for the past twenty 
years have been exceptionally dependable, although not marked with 
outstanding growth. Near term prospects for some improvement are 
quite bright. 


DIVIDENDS: A record of consistent dividend distributions since 1924 
gives evidence of satisfactory stability. For four years prior to the war 
annual payments were $1 per share, rising steadily to $1.40 in 1945. 
The current quarterly rate of 40 cents per share should be amply 
earned, with prospects of perhaps a year end extra. 


MARKET ACTION: At their high point last June these shares sold 
at 4514, receding to around 34 more recently. With a yield of 4.7% 
at the latter level, considerable investment appeal has been established. 


amie BALANCE SHEET ITEMS 
(in $ thousand) 





























Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
SIIIED +‘ seatinkschiahitenidbpahinibhaunsitinsiciesiigeoeasnagebndin $15,016 $32,737 +$17,721 
Marketable securities .................ccccccc000. 0 seeeeeee 23,558 + 23,558 
EES TINIE sosnighacencevocceeccesossnnapssesee 26,808 21,600 — 5,208 
ERVORTOTIOS — onvecerecnccncsssceceorscnesersescesenennsvens 55,338 46,462 — 8,876 
Other Current GSSetS .....cccccccccccsceceee 405 aasasens — 40 

TOTAL CURRENT ASSETS SonEet pbeasboneciet 97,567 124,357 + 26,790 
Plant and equipment .............................. 151,887 141,507 — 10,380 
Less depreciation ..............:..ccccceseeeeees 51,312 59,814 + 8,502 
Net property 100,575 1,69 — 18,882 
Other assets 33,048 8,000 — 25,048 
TOTAL ASSETS 231,190 214,050 — 17,140 
LIABILITIES 

lL OO Oe errnce | | | renee — 14,975 
Accts. =. ge accruals ; 30,986 + 9,840 
Reserve for taxes ................... 2,897(a) — 8,492 
TOTAL CURRENT LIABILITIES 33,883 — 13,627 
Minority Interest .................... 30 —_ 45 
Long term debt 50,000 — 16,450 
Reserves 16,998 + 9,396 
Capital Seay es 
— 61,598 + 3,586 
TOTAL LIABILITIES .......00.....0. cee 214,050 — 17,140 
WORKING CAPITAL 0.00.00... 90,474 + 40,417 
Current Ratio 2.04 3.66 + 1.62 
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STANDARD OIL COMPANY OF NEW JERSEY 


BUSINESS: This $2!/, billion giant in the petroleum industry is the 
largest in the domestic field, through its subsidiary Humble Oil & 
Refining Co. being the largest producer of crude. Immense foreign 
holdings abroad plus pipelines, tanker fleets and huge refineries at 
home round out complete coverage for the parent. 


OUTLOOK: As no let up in demand appears in sight for the thousands 
of petroleum products in which the company specializes, its tre- 
mendous capacity should enable it to sustain volume at high levels. 
Important in the complex picture as are the surprising domestic in- 
dustrial and civilian demand for motor fuels and lubricants which 
offset shrinking military orders, petroleum chemists daily are making 
discoveries of byproducts and synthetics from a petroleum base 
which greatly enhance potentials for diversification and continued 
growth. Distributing facilities of $.0. of N.J. are so thoroughly estab- 
lished throughout the world, that its competitive position is, to say the 
least, impressive. Hence for several decades past gross operating 
income in only four years has dipped slightly below the $1 billion 
mark, with consequent tendency to stabilize net earnings. The financial 
status of the company is considered impregnable. Working capital 
exceeds three quarters of a billion dollars. 


DIVIDENDS: Since 1882, the record of disbursements has been un- 
broken, the current rate of $2.50 per share, including extras, having 
been in effect since 1944, and absorbing less than half of reported 
net earnings. 


MARKET ACTION: Recent price around 66 compared with a 1946 
high of 7834, a less drastic decline than general averages but afford- 
ing a 12 point advantage for long term investors seeking buying 
opportunities. 


a BALANCE SHEET ITEMS 
(in $ thousand) 







































Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
WRI» sachscesccacstckathativrancersiosa $163,393 $182,046 +$18,653 
Marketable securities .................:00000 433,023 +262,166 
Receivables, net 188,223 + 52,706 
Inventories _...... 240,606 a 16,752 
TOTAL CURRENT ASSETS 1,043,898 +350,277 
Plant and 2,441,942 +275,797 
Less depreciation ER Rae 1 1,304,501 +179,180 
Net property 1,137,441 + 96,617 
Other assets 350,469 —117,437 
EP RIES ssccesieescceecssscbisssuseesuccsse 2,531,808 +329,457 
LIABILITIES 

ND UNMINN Sf occ cbs us saccotscucuscesatnssucoscess 6,791 — 15,843 
Accts. gag — accruals ... 136,858 4+- 44,118 
Reserve for taxes .............cccccccccceseeeeeee 120,430 + 48,458 
TOTAL CURRENT: LIABILITIES . 264,079 + 76,733 
Deferred liabilities .........................c000 14,814 + 12,462 
Long term debt 228,130 — 64,929 
Reserves 206,152 + 47,753 
Capital 962,345 +-_ 37,340 
Surplus 56,268 +220,098 
TOTAL LIABILITIES ... 2,531,808 +329,457 
WORKING CAPITAL 779,819 +-273,544 
Current Ratio _........ “ 3.9 + . 
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Photo by Bristol-Myers 


Illustrative of production techniques in drug plants, the first picture shows penicillin packaging opera- 
tion. The second picture shows final step in production of shaving cream, putting the product in jars. 
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DRUG COMPANIES 


companies will be the highest in their 
history. Increase in earnings is due 
partly to repeal of the excess profits 
tax, but in addition, production of 
many drugs has climbed to extremely 
high levels without being able to satisfy 
domestic and foreign demand. Most 
companies in this field have had no 
serious raw material problems, and in 





By WARREN BEECHER 


eens By huge export demand, due primarily 
to disintegration of foreign competition, princi- 
pally the German I. G. Farben, prospects for the 
drug industry were never brighter. Annual drug 
exports were recently running at an annual rate of 
$116 million, or almost seven times over exports in 
1938, and a $200 million export business was fore- 
cast for 1947 by the Department of Commerce. 
Exports in 1945 amounted to $116 million, of which 
$28 million represented sales of American household 
remedies (as compared with $8 million in 1938.) 
Half of 1945 drug exports were sent to countries 
in North and South America and sales to Europe, 
Africa and the Far East were on the average 
twenty five times as much as in 1938 according to 
the Department of Commerce spokesman. 


Production of the drug industry in 1939 was 
about one-third of total world output, but during 
the war United States drug production reached 
about $1 billion, practically equivalent to the entire 
pre-war world production. 

Earnings for the first half of 1946 increased 
sharply over the comparable 1945 period, and these 
results should continue to rise over the balance of 
the year, estimates being that profits for many 
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addition, current labor unrest plays 
very little part in the companies’ opera- 
tions, as labor represents only a small 
part of the total operating expenses in 
these highly mechanized plants. Prices 
have been firm due to government policies of not 
dumping wartime drug surpluses but of releasing 
them in an orderly manner and the policy of the 
industry has been to encourage lower prices on the 
newer drug discoveries, as production costs are 
lowered. Emphasis on research by companies in the 
drug field assures constant and steady growth, and 
a principal feature of the industry is earning 
stability, which was conspicuous during the last de- 
pression. Ability to control costs is an important 
factor as advertising and research loom large in 
the budgets of most of the companies and if neces- 
sary these expenditures can be either contracted or 
expanded as policy may advise. 

While ratio of sales to profits has decreased con- 
siderably mainly as a result of continued tax in- 
creases, this has more than been offset by the tre- 
mendous increase in sales with a resultant increase 
in net income. With Germany temporarily elim- 
inated as an important competitive factor in world 
markets, and with the resultant increase in exports 
of American companies, indications are that the 
American companies will continue to hold a major 
share of export business even with an eventual re- 
vival of German competition in the field, especially 
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as regards the proprietary drug companies, due to 
the fact that once these brands become known, habit 
plays a large part in buying of these products, and 
once a brand has been accepted by the public, pros- 
pects are that this business will be held and ex- 
panded if promotion continues. 


Many New Products Developed 


Growth prospects of the drug industry were consid- 
erably enhanced in the last few years by many new 
and revolutionary products, among them penicillin, 
produced by companies such as Schenley Distillers 
and American Cyanamid among others. Both of these 
companies are expanding production of this new 
“miracle” drug and tremendous quantities were pro- 
duced by these companies during the war. Other new 
drugs include the sulfas with which everyone is 
familiar, streptomycin, benadryl, a drug giving 
marked relief from hay fever, asthma and other 
allergies, pyribenzamine, another drug used as a 
palliative in allergy cases, tomatin, a chemical com- 
pound derived from tomatoes which has the ability 
to destroy the fungi causing athlete’s foot (an anti- 
biotic as penicillin), a new derivative of skim milk, 
iodated casein which, used as a feed, can increase 
production of milk and eggs, hormones such as tes- 
tosterone, presently being made under a new pro- 
cess from sarsparilla root. This substance enables 
the user to increase ability to work and endure 
physical strain, folic acid, a newly created synthetic 
vitamin which has been proved useful in curing all 
but a few types of anemia (developed by American 
Cyanamid and now being produced under name of 
Folvite) and has been used in treatment of “Sprue” 
a deadly chronic disease of the tropics, character- 






new drug, triodone has been used successfully in the 
treatment of epilepsy on an experimental basis. 
Radioactive iodine is another new discovery that is 
being used experimentally by the Massachusetts 
General Hospital in the treatment of hyperthyroid- 
ism or overactive goiter, which, if successful, will 
eliminate need of dangerous operations. Other 
drugs were recently tested in the treatment of hy- 
perthyroidism, one of them thiouracil, still in the 
experimental stage. All of these products illustrate 
the growth potentials of the drug industry, with a 
tremendous amount of money to be appropriated 
for research, estimated by some sources as $1 bil- 
lion in the next five years, with possible expenditures 
reaching $450 million annually under certain con- 
ditions. Vitamins are another big factor in the 
growth of the drug industry, this division already 
grown to the status of big business alone. 

New plants and laboratories are being estab- 
lished by the drug and pharmaceutical companies 
in Latin America, Australia, New Zealand, South 
Africa, England and Canada in line with expansion 
in foreign fields. Principal reasons for establish- 
ment of these branches is the strong nationalistic 
attitude prevailing in many parts of the world. In the 
past most export shipments were made in bulk form, 
with processing and packaging operations handled 
in the various countries, thus serving to reduce 
handling charges and gaining good will. Goodwill 
will be furthered by establishment of the plants, and, 
in addition, will avoid many of the difficulties of 
foreign exchange transactions. 

Other expansion plans have been announced by 
various companies, among them Bristol-Myers, 


Squibb, Abbott Laboratories, Merck, Sterling Drug, 
































ized by both anemia and chronic diarrhea. Another United-Rexall Drug and Park, Davis & Co. Out- 
put of penicillin, 
| streptomycin, as- 
| Financial Survey of Leading Drug Stocks pirin and other 
| products will be 
| Net Per Share——— Price we Invest- ° 
| 1946 1945 1941-44 Current* 1944 Recent Earnings Dividend ment considerably ex- 
| interimt | Fiscal Year Average [ Dividend Dividend Price Ratio Yield Rating > 
Beerrerperonern s(a).... $3.05 $1.79 1.64 $1.80 $1.30 $68 38.0 2.6% = Al ore enmiring 
H ° aborato' one 1. 5 . ° 
ries (a) .... $1.64 $1.80 $1.10 $68 > _ a other companies, 
| American Home Products...... 3.91 5.28 «5.09 3.00 2.70 93 17.6 3.2 Al come mat exclusively 
| Bristol-Myers (b) 2.88 (1.71 185 21.92 1.0048 78.0 4.0 Al_ Z + - “ey » ecld 
| Chesebrough Mfg.  —_ a 2.90 2.20 71 21.0 4.1 Al in the drug field, 
| Johnson & Joh 3.05 3.06 3.66 .30 20 53 17.3 6 BI such as Schenley, 
= — a a ————_____ —ooo oe —" od ’ 
eee 2.84 2.97 2.32 2.37% 200 42 147 5.6 BI A merican Cyana- 
| Lehn & Fink Products ......... 1.20Mr9-1.55 1.821.402.4025 8B mid, Commercial 
| McKesson & Robbins ............ 4.70Je 2.46 “a3. ASS... 1.35 42 &°:17.1 #44 Bl Solvents and some 
| Mead Johnson (e) «0.0.0.0... .86 95 Te SS LS Oe he ee others. Prospects 
5 Mere & CO. oennnnennnnrnnen 2.97 1.80 2.51 1.00 1.00 56 31.0 ...6Uw are that profits of 
| Norwich Pharmacol .............. “ ; : ‘ : A —1 
| orwic ee 72 87 97 70 _ 60 8 20.7 3.9 B many of the com- 
| Parke Davis ecsssssssesee 1.20 1.59 1541.40.30 3924.5 3.6 BT ieee: lh ddble 
Pfizer, Charles (f) .............. 4.38 1.24 1.09 2.30 -67 61 49.0 3.8 BI ie F i] 
: = cane er , 
ES EET ES 1.05 86 50 40 16 152 31 C+2_ a Sn 
Sharp & Dohme .............0000- 1.44 .66 1.23 7 50 25 380 3.0 BI preceding _ year, 
| Squibb, E.R. Ch)... 1.97Mr9_ 1.37 49 = #3100 #67 +43 ~_—31:.4 2.3 Al. with considerable 
| Sterling Drug (i) ......cscss00 1.94 2.60 2.24 1.80 1.50 46 17.7 aio) A= 3 gains to be shown 
United-Rexall Drug ................ 52 71 87 Nil Nil 12 16.9 — by practically al] 
Universal Laboratories ........ ; -69 : 51 7 43 -75 . Nil a 12 23.6 ines 6.2 : cl com panies in the 
Vick Chemical (a) ................ 2.35Mr9 2.01 1.79 1.40 1.00 37 —s«*18..4 3.8 BI field. 
Zenite Products .................... -59 ° . . . +2. 
onite Products 5 82 43 70 Wem, 35 10 12. > Cc Individual ssangitilis 
*—-12 months to date. t—For 6 months ended June 30, “unless otherwise indicated. . Mr9—For 9 mos. "ended of some of the ma- 
March 31. Je—For Fiscal Year Pg | June 30, 1946. (a)—All figures adjusted for 2 for 1 split April, 1946. rede ie bi 
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1946. (e)—All a9 adjusted for 10 for 1 split Dece mber, 1945. (f)—All figures adjusted for 3 for 1 split . : 3 
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By H. S. COFFIN 


A GENERAL sharp down trend 
in share prices, as of late, 
invariably is followed by attempts 
to rationalize the market action 
on a broad scale. While at such 
times the average investor may 
derive some satisfaction from no- 
ting a summation of economic or 
political causes which might have 
affected the entire list, of more 
immediate concern to him is whether certain favor- 
ites in his portfolio have suffered pricewise for more 
individual reasons. Hence we have selected for an- 
alysis a few shares which seemingly have aroused un- 
certainty among a number of our readers. 


American Woolen Company 7% Preferred 


For many years past, this volatile issue has pre- 
sented a more or less continuous problem for specu- 
latively minded investors, the stock selling as low 
as 1514 in the depths of the depression in the early 
1930s and soaring to 182'% in the 1946 spring bull 
market. Above-average swings in price have been 
characteristic in nearly every year, reflecting sensi- 
tivity to reported interim earnings and w idely vary- 
ing potentials. In October, 1942 the Magazine re- 
sponded to numerous aed for an analysis, fol- 
lowing a disturbing decline in price from 76%¢ in 
January of that year to metite: 59 per share, partly 
attributable to unfavorable quarterly reports. Our 
conclusion at that time was to advise retention of 
the stock for longer term appreciation in view of 
promising potenti: ials. Currently, four years later, 
investors appear confused over a rapid decline from 
a high of 18214 to around 134 in the general down 
plunge of prices on the Exchange. To some, a 48 
point drop for a preferred stock issue seems very 
disturbing and perhaps not wholly to be explained 
by broad market factors. To clarify the picture 
somewhat, the situation at least warrants factual 
study. 


As result of military demand for woolens of nu- 
merous description, sales of American Woolen Co., 
largest producer in the world, rose to an all time 
peak of $189 million in 1943, slowly declining to 
$162 million in 1945, in contrast to a three year 
prewar average of less than $60 million. But de- 
ferred civilian demand in the first half of 1946 
brought sales of $82 million, and according to com- 


SEPTEMBER 28, 1946 








SECURITIES 
Disturbing 


INVESTORS 


pany views good peacetime business is probable for 
a year or so to come. Beyond that, estimates are 
cautious, for competition from other cloths forced 
the company to operate at a deficit during more 
than one. prewar year. 

Indeed, dividend arrears on the preferred reached 
a peak of $80.25 in 1940, since reduced to $58.50 
per share, due to a greatly improved earnings rec- 
ord. Net income applicable to the preferred 
totalled over $24 million in the 1943-45 period. 
equal to $68 per share, and with relief from heavy 
EPT during the first six months of 1946, an ad- 
ditional $31.10 was chalked up. Hence the time 
appeared ripe for a capital readjustment to clear 
the decks. In June, 1946, stockholders, including 
more than 75% of the preferred, approved a plan 
whereby holders of the preferred are now being of- 
fered 114 shares of new 4% Cumulative Prior Pref- 
erence shares plus $8.50 cash in exchange for their 
old stock, forfeiting all claims to arrears. If 80% 
(or less at the discretion of the directors) of the 
7% issue assent to the exchange, the plan will be de- 
clared operative, and the dissenters will be paid 
their full arrears of $58.50. In the near term, the 
matter should be decided. 

CONCLUSION: Our guess is that because con- 
summation of the plan would free dividends for the 
common at long last, the directors are likely to as- 
sure success of the readjustment plan, especially as 
expenses connected with it have already amounted 
to some half million dollars. Quite possibly a scram- 
ble for shares in a thin market to boost the per- 
centage of consenters accounted for the early year 
rise of price to 18214, assuredly too high on funda- 
mentals. On the other hand, the recent price of 
around 134 appears to undervalue the shares, 
whether they are exchanged for the new issue or 
held to receive the accumulatd arrears and the 7% 
dividend. Parity for the shares, after payment of 
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arrears, would be 75.50, with fair prospects for 
dividend stability during the medium term, al- 
though uncertain for the long term. Hence our 
advice would be to await a more favorable market 
before selling. 


American Telephone & Telegraph Co. 


A recent sizable drop in the price of A.T.&T. 
shares from around 200 to 174 or thereabouts, has 
led many investors to wonder whether newly an- 
nounced financing plans or the more broadly based 
market decline are to be held accountable. When 
squalls set in on the Stock Exchange, sellers are no 
respectors of quality, and in a thin market usually 
find their most vulnerable targets among the high- 
est priced blue chips. Hence in all common sense, 
general market conditions must assume a major 
part of the blame for this individual price dip. But 
it must be granted that to many investors, wonder 
has arisen as to whether the new financing may not 
lead to undesirable dilution of their equities in the 
long run, creating a consequent hazard for dividend 
stability. From this angle, hastily made conclu- 
sions undoubtedly occasioned some liquidation in 
the shares to achieve profit taking. 

Directors of A.T.&T. have voted to ask stock- 
holder’s approval of $351 million debentures due 
not later than 1961 and bearing 2% interest. Plan 
is to have them convertible into common stock at 
not more than 150 per share until about three years 
before they mature. Additionally it is proposed to 
set aside 2.8 million shares of common ‘stock for 
purchase by junior employees at adjustable prices 
beginning with 150, provided the market price is 
above 170. Combined requirements for new com- 
mon stock, accordingly, have created recommenda- 
tions that the authorized capital of the company be 
raised from 25 million shares to 35 million. Ob- 
viously this indicates coming dilution of this highly 
esteemed investment issue, arousing doubts in some 
directions as to potentials for long sustained main- 
tenance of the present $9 dollar dividend. 

Since VJ Day, A.T. & T. has had a hard struggle 
to supply new equipment for impatient customers un- 
able to secure service during war years, and during the 
first half of 1946 demands continued to exceed all pre- 
vious records. Fully 1.8 million unfilled orders for 
new service were on the July books despite all out 
efforts to catch up. So marked is the secular up- 
ward trend in use of local and long distance tele- 
phone service that during the next decade the com- 
pany may have to enlist the aid of some $3 billion 
in new capital to provide the service. In the past, 
conservative policies have favored issuing about $2 
of new stock for each dollar of new debt incurred, 
but as borrowing can now be done at 2% against 
the $9 required for the present dividend, the com- 
pany would have to be pretty sure of its earnings 
potentials to continue its policies for past financing 
on a huge scale. Apparently, however, the pro- 
gram currently proposed indicates strong confi- 
dence in the future outlook by the traditionally as- 
tute management, and in its ability to average a 
low cost debt burden with perhaps 7% earned on 
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its capital investments to warrant the $9 paid on 
its common stock. Dilution of the common through 
conversion and stock sales will appear not serious 
in view of probable further issues of low rate bonds 
as time passes to keep the structure well balanced. 


Despite the fact that earnings of this company 
are affected by depression cycles and that even in 
good years a very liberal share of net earnings is 
required to meet the $9 dividend payments, for years 
past depreciation policies have led to allocation of 
28% of revenues, almost double the usual rate for 
the electric industry, for this purpose. Hence the 
margin of earnings could be rather easily increased 
in case of urgent necessity. Furthermore, most of 
the new funds to be raised will be used for increas- 
ingly modernized equipment and facilities, such as 
the coaxial cables which permit transmission of 400 
messages at the same time. Operating efficiency 
thus will tend to widen profit margins. 


CONCLUSIONS: At around 175, this sound in- 
vestment stock yields 5.1%, based upon the $9 divi- 
dend. From this viewpoint alone, the issue would 
be undervalued in relation to other quality issues, 
provided assurance of long term dividend stability 
were present. In fact at 200, the yield of 415% 
was above average levels. As chances for near term 
changes in the rate are slim, the price under normal 
conditions should rise rather than decline, and as 
viewed by us the stock should be retained until a 
more favorable opportunity unfolds for profit 
taking. 


Anaconda Copper Company 


Plagued by reports of strikes, manpower short- 
age and cost-price squeezes, shareholders in this out- 
standing mining and fabricating enterprise have 
been doubly disturbed by a decline in the price of 
their holdings from a high of 51% to around 35 
during recent months. Question now is if the dip 
in price should be construed as confirming a highly 
unfavorable outlook, or merely as a reflection cf 
stock market technicalities. Would it be wise to 
cash in now or await a possible uptrend in the 
general market? 

Early in the year disregard for poor interim 
earnings, as well as for other unfavorable factors 
reported from time to time, showed evidence of un- 
shaken confidence in the medium term emergence to 
more prosperous conditions. But in late weeks, pes- 
simists have added everything up to present a 
gloomy picture which others had neglected to form 
in its entirety. Basically, as a matter of fact, 
miners of non-ferrous metals have gained rather 
than lost in the changing scene of the past few 
months, and unless some calamitous outcome of the 
entire transition program occurs to disrupt the 
economy, prospects of this industry hold a good deal 
on the encouraging side. 

As one of the two largest producers of copper 
in the world, Anaconda holds a trump card as to 
capacity, with a rated total of over 700,000 tons. 
Through subsidiaries in Chile and Mexico, more im- 
portant than its domestic (Please turn to page 778) 
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Divergent P i derilicals SY, 
STOCKS 


RADIO 


By PHITLIP DOBBS 


| A PERIOD of only slightly over a quarter of 2 
century the radio has grown from an obscure cry- 
stal set novelty to one of the most powerful influences 
in our contemporary life. Its basic ingredient is 
speedy communication of thought, and no greater 
measure of its accomplishment in this respect may 
be had than to compare two important milestones in 
its brief history. Between that memorable night in 
November, 1920 when a feeble KDKA transmitter 
in East Pittsburgh told a few hundred excited head- 
phone listeners the results of the Harding-Cox presi- 
dential contest and that fateful Sunday morning in 
December, 1941 when radio alone first flashed the 
electrifying news of Pearl Harbor to Americans in 
all corners of the nation lay years of steady techno- 
logical and industrial achievement in keeping with 
our best traditions of free enterprise and creative 
individual spirit. 


More Radios Than Telephones 


Only a handful of statistics is necessary to illus- 
trate the progress that has been made in its rela- 
tively brief life span. According to estimates of the 
National Association of Broadcasters, approximately 
90 percent of families in the United States owned 
radios at the beginning of 1945 and the same au- 
thority placed the total number of sets in existence 
at that time at 59 million, including 17.1 millicn 
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representing secondary, or extra, sets and 8.75 mil- 
lion automobile sets. By contrast, the Automobile 
Manufacturers Association estimated that only 55 
percent of American families owned automobiles as 
of January 1, 1944 while American Telephone and 
Telegraph Co. claimed only 45 percent of American 
homes as possessors of telephones. 


Station Growth 


In 1941, the radio industry’s peak year and the 
last full year of unrestricted civilian production an 
estimated 13 million sets were produced and con- 
sumers spent $893 million on radio equipment and 
maintenance according to William C. Ackerman, 
Director of the Reference Department of the Col- 
umbia Broadcasting System. Furthermore, from 
only thirty independently owned and unregulated 
broadcasting stations in 1921, the total had grown 
to 933 largely controlled and wholly regulated 
stations as of January 1, 1945. Broadcasting Year- 
book (1945) gives the estimated net time sales of 
these companies as $121.3 million for the national 
networks and $163.8 for other stations and networks 
for 1944. Meanwhile, through elaborate polling 
techniques, the Broadcast Measurement Bureau has 
determined that the average family listens to the 
radio upwards of four hours a day; while Profes- 
sor Charles A. Siepmann, chairman of the Depart- 
ment of Communications in Education at New York 
University and onetime BBC official is authority for 
the statement (The American Mercury, August. 
1946) that the listening public has invested in radio 
sets a sum which exceeds by twenty-six times, thie 
radio industry’s investment in tangible property. 
The public’s additional outlay on electric current, 
repairs, replacement parts and so on, he says, 1s 
three cents for every two cents spent by advertisers 
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on sponsored broadcast programs. Patently, there- 
fore, the radio industry has become an integral and 
highly important part of our modern living, and 
has assumed a wide investor interest in its broadcast- 
ing and manufacturing branches. 

About three-fourths of the stations licensed by the 
Federal Communications Commission under author- 
ity granted by the Communications Act of 1934 
were, early in 1945, affiliated with one or more of 
the country’s four nation-wide networks. These in- 
cluded the Columbia Broadcasting System, estab- 
lished in 1927; the Blue Network of the American 
Broadcasting Company, Inc., which was also created 
in 1927 by the National Broadcasting Company and 
operated as a part of NBC until January, 1942 
when it became a separate and independent network; 
the Mutual Broadcasting System, established in 
1934; and the National Broadcasting Company, 
established in 1926. Besides the nationwide networks, 
there are thirty-two regional networks. Also, at the 
beginning of 1945 there were 65 FM broadcasting 
stations licensed or holding construction permits to 
operate frequency modulation broadcasting units 
under the Armstrong patents, and 24 television sta- 
tions, with some 115 applications pending. 

The principal income of broadcasting stations, of 
course, is derived from programs sponsored by ad- 
vertisers, and with the radio audience as large as it 
now is, it is doubtful if a few percentage points onc 
way or the other in family ownership of receiving 
sets would impair the high advertising value which 
radio as a medium already holds. A special report 
of the Federal Trade Commission, for example, dis- 
closed that a larger part of the total advertising 
budgets of 548 companies in 17 industry groups in 
1939 was spent in radio than in any other advertis- 
ing medium. 


Too Much Advertising? 


The important question for radio broadcasting 
companies, therefore, is whether there will be any 
change in federal policies, or in social demands, 
which will reduce advertising revenues. In this con- 
nection, it is prudent to point out that there are 
such adverse trends developing, although they are 
not particularly potent as immediate threats. As 
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longer term potentialities, however, they should be 
watched carefully by those having an investor inter- 
est in this branch of the industry. 

In March, 1946 the Federal Communications 
Commission released a comprehensive report on its 
findings in the broadcasting field under the title, 
“Public Responsibility of Radio Licensees”. Whether 
substantive or not the allegations were made that 
gross financial receipts of licensees had multiplied 
over sixty times in less than twenty years, with 1944 
returns the equivalent of 222.6 percent of the de- 
preciated value of broadcast property while concur- 
rently there has been a decline in the companies’ 
endeavors to serve the public interest. The princi- 
pal criticisms listed were that there has been a de- 
cline in the output of local stations of local life and 
the use of local talent and that the trend has been 
to neglect the so-called “sustaining program” ia 
favor of “sponsored programs”. In short, that the 
networks have tended to favor advertisers for finan- 
cial gain and have shirked their duty to determine 
the best over-all programs suited to public needs, 
including broadcasts for significant minority tastes 
and interests and programs devoted to discussions 
of public issues. The report, of course, provoked a 
storm of debate but it served to show the attitude 
of the Commissioners toward undue commercialism 
in radio broadcasting and it may be the forerunner 
of firmer action to correct these alleged “advertis- 
ing excesses”, and increase sustaining programs. 


New FM Stations 


Bearing in mind the critical attitude of the FCC 
toward “excessive commercialism” the implications 
of frequency modulation take on considerably more 
than academic interest in the broadcasting field. This 
development could, it is believed in some circles, com- 
pletely change the complexion of broadcasting dur- 
ing the next several years. For example, the Com- 
mission sees in it a chance for anyone of limited 
‘apital to set himself up in the business of FM broad- 
casting and visualizes five times the number of sta- 
tions now in operation. An indication of what might 
be expected can be found in the type of application 
filed with the Commission which includes, in addition 
to individual concerns, farm co-operative, labor and 
other groups likely to concentrate more on non-com- 
mercial type programs. In this connection it is of 
interest to note that the International Ladies Gar- 
ment Workers Union has been granted a permit for 
Chattanooga, Tenn. and has other applications pend- 
ing in New York, Bostor, Philadelphia, St. Louis 
and Los Angeles. The program schedule contem- 
plated is heavily weighted with music, health, civic 
affairs and forum-type programs of the type ad- 
vocated by the FCC and the union is said to have 
assured the Commission that “sustaining programs” 
will be given more than half the total time. Other 
labor unions in the FM picture are the Amalgama- 
ted Clothing Workers Union, with a grant in 
Rochester, N. Y., and four others pending; the 
United Automobile Workers, licensed in Detroit, 
Mich., with four more also pending; and the Nation- 
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‘al Maritime Union with one pending in New York. 

There seems to be considerable controversy con- 
cerning the progress of FM broadcasting, although 
the consensus of responsible opinion seems to be that 
it has very promising long term prospects. 

About two months ago, for example, the Unitea 
Automobile Workers Union (CIO) demanded that 
the FCC subpoena David Sarnoff, president of tie 
Radio Corporation of America on a charge that the 
RCA, which controls a substantial percentage of FM 
patents, was deliberately holding up volume pro- 
duction of FM sets to embarass the UAW-CIO 
Broadcasting Corporation’s operations. The charge, 
of course, was branded as silly by Mr. Ray C. Cos- 
grove, president of the Radio Manufacturers As- 
sociation, as it could be very easily demonstrated that 
production difficulties are of a much more penetrat- 
ingly economic nature than that, stemming as they 
do largely from strikes and labor strife generally, 
as well as higher frequency requirements. Probably 
more to the point Edward H. Armstrong, FM 
pioneer and professor of electrical engineering at 
Columbia University, has stated that frequency 
modulation broadcasting was set back six years 
by the war and by the shift in wave lengths occas- 
ioned by the war. According to Mr. Armstrong, 
had it not been for the war, the annual output of 
I'M receivers would today be well over five million 
annually and half of the listening audience would 
have been equipped with them. Much the same senti- 
ments have been expressed by Mr. Frank W. Mans- 
field, director of sales research of Sylvania Electric 
Products, Inc. who predicts that a majority of the 
public will have FM in two or three years; and by 
John V. L. Hogan, president of Interstate Broad- 
casting Company who believes there will be about 
5,000 stations in the future, of which 4,700 will be 
FM, which would be highly optimistic. 

We repeat, how- 





table model -sets with FM. Such production falls 
far short of the Federal Communication Comm's- 
sion’s estimate of 1.8 million new FM sets in 1946, 
a forecast issued in April, 1946. 

The principal investor interest in this branch of 
the industry is represented by Columbia Broadcast- 
ing Class “A” and “B” stocks and Radio Corpora- 
tion of America first preferred and common stocks. 
The latter company controls National Broadcasting 
Company. Both companies are listed on the New 
York Stock Exchange. 

During the war years when production of sets and 
parts for civilian use was restricted by WPB limita- 
tions, the output of the industry for war use rose to 
a peak of $4 billion in 1944, in comparison with a 
peacetime rate of $325 million. Concurrently, deteri- 
oration and obsolescence, combined with lack of re- 
pair facilities and a shortage of replacement tubes, and 
other parts, deprived an estimated 8 percent of radio 
homes of their customary service. The result was 
that an enormous pent-up demand for radio receivers 
existed at the war’s end which has been placed as 
high as 23 million sets. 

All of this contributed toward a rosy outlook for 
radio manufacturers shortly after VJ Day and 
prompted no less an authority than Dr. Orestes H. 
Caldwell, the former Federal Radio Commissioner, 
to estimate the market for civilian radio products at 
$1 billion within a year following the defeat of Ger- 
many. Such estimates, of course, are not being 
approached, notwithstanding that remarkable pro- 
gress has been made. According to the Radio Manu- 
facturers Association only 300,000 sets were made 
during the four months between VJ Day and Decem- 
ber, 1945, although production has been steadily 
rising and in the last reported month, July 1946, 
total output reached 1,061,853 sets. (F/M produc- 
tion rise slightly to (Please turn to page 778) 
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Pertinent Statistics Gn Leading Radio Stocks | 
| 
1946 = Aya8  i9a1-44 Current* 1944 Recent or = Dividend ny 
Interimt Fiscal Year Average Dividend Dividend Price Ratio Yield Rating 
| Columbia Broadcasting sess $1.86 __ $3.11 Ss $2.64 ; ‘$1.90 $1.80 $32 =103 5.9% 
| Crosley Corp. ..........sssecsssssses def.56 2.66 4.23 1.00 1.00 22 8.3 4.5 c+3 | 
Emerson Radio & Phono......... 1.92019 2.01 1.71 1.00 -90 23 11.4 4.3 cl | 
healt. Cetectiben & R. 29Ap(b) .68 me “37 7 Nil Nil v 10 _. ae —_ oat | 
[Galvin MEQ. CG) nnnnndefic#Myé 1.19 1.5230 30 «13 «109 «0230 C43 
Hazeltine Corp. (a).............. eo 2.05 1.25 1.122 17 7.8 7.3 Cc-+2 
Phileo .. Mausigunuaasecaswucstasncveenedasie def.04 1.73 _ 2.23, ay 1.60, _1.20 24 13.8 4.2 B3 
Radio Corp. of America........ 29 59 49 .20 20 #2 18.7 18 C42 | 
Raytheon Mfg. ..................... deficitMy 3.37 1.23 Nil Nil 1 32 c+3 | 
Sparks Withington ................ .22J1 85 74 Nil 30 7 8.2 c+3 | 
Sylvania Electric Products.... 36 2.05 1.84 1.25 1.25 25 122 5.0 B3 | 
| Tung-Sol Lamp Tae racers, farts 26 51 -10 -20 7 26.8 1.4 3 | 
MEER WROD! o5cc.3hcsscadcoscansaivese def.34Ap 3.37 3.08 1.00 1.09 24 7.1 4.2 C+3 | 
*—-12 months-to-date. t—For 6 months ended June 30, unless otherwise indicated. Ap—Fiscal year ended 
| April 30, 1946. JI9—For 9 mos. ended July 31. MyS5—For 6 mos. ended May 31. (a)—All figures adjusted for 
| 2-for-? split December, 1945. (b)—A deficit of $.08 was reported for 3 months ended July 31, 1946. } 
My—For fiscal year ended May 31, 1946. JIl—For fiscal year ended July 31, 1946. 
i eo ode — ea SS Pe ak ee 
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By WILLIAM A. HOWELL 


Listing on the 
issue the advantage of a broader market. 
Photo by Press Association ; 
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N LINE with long established practice, the New 

York Stock Exchange at intervals lists shares of 
important concerns not previously appearing upon 
its roster. During recent months, a number of these 
issues have thus appeared for the first time, war- 
ranting a brief description of their history and set 
up by us for our readers. As space precludes dis- 
cussion of only a few, an appended table provides 
coverage of certain others on a statistical basis. 


CHICAGO CORPORATION operates as a closed end 
investment company, with a record extending back 
for some 14 years to its incorporation in 1932. Al- 
though earnings in its earlier years were spotty, the 
company’s subsequent entry into the oil and gas 
fields has proven to be quite a profitable venture, 
with net earnings from this latter source outstrip- 
ping those from its large holdings of listed stocks 
and bonds in 1945. This improvement permitted 
clearance of all arrears on 469,840 shares of 3% 
preference stock in 1943, and 168,790 shares of 
this issue were redeemed in 1946, with indications 
that through some form of recapitalization the bal- 
ance may be retired later on. As matters now 
stand, there are some 3.3 million shares of $1 par 
common outstanding. Sale of company’s interest 
in Tennessee Gas & Transmission Co. in 1945 to 
Stone & Webster for $10.5 million resulted in a 
profit of about $3.8 million, boosting cash on the 
books to above $16 million, but leaving its large 
holdings of productive gas acreage in the Southwest 
undisturbed. In January, 1946 a first dividend of 
25 cents per share was declared on the common, but 
shareholders were advised that it should be consid- 
ered only as a “special.” Price range for the com- 
mon in 1946 has been high—1414, Low 9%, the 
latter level of recent establishment. The shares in 
1945 had a range of high of 9%, low 7% on the 
Chicago Stock Exchange and for many years prior 
had been quoted at considerably lower figures. 


MERCK & COMPANY, INC. is the outgrowth of a 
business started in 1891, 55 years ago, and is con- 
sidered the chief long-line house in its field produc- 
ing medicinal chemicals and drugs. More than 1200 
items are included in its listings, among which are 
Vitamin B, penicillin, narcotics, quinine and many 
organic and inorganic chemicals. Sales are made 
mostly to makers of pharmaceuticals and processors 
of foods, but volume of prescription chemicals for 
ultimate distribution to druggists is important also. 
Large scale production of streptomycin has been 
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arranged through 
increased’ modern 
facilities costing 
about $4 million. 
In the spring of 
1946 the company 
retired two issues 
of higher rate pre- 
ferred siocks by 
issue of 120,000 
shares of $3.50 cu- 
mulative no par 
of $1 par common 
issue, of which a 




































1.1 million shares 
common comprise the equity 
substantial amount is held by the Merck and Rosen- 


preferred. 


garten families. Dividends of 25 cents quarterly 
have been paid on the common since a 3-for-1 split 
up in 1941, although for seven years prior to that 
date payments had varied considerably from year 
to year. Per share net earnings in 1945 came to 
$1.80 after allowance for more than $4 million in 
excess profits taxes, no longer a restrictive factor in 
1946. As current sales are likely to equal or ex- 
ceed a level of over $50 million established in war 
years, net for 1946 should make a very satisfactory 
showing, although dividends on the common are 
somewhat restricted by agreements with holders of 
the preferred. No dividend can be declared which 
would reduce net assets below $27 million, except 
that one third of current net may be paid to the 
common notwithstanding. As of December 31, 1945 


net tangible assets amounted to just about the limit 
mentioned, so that current earnings might warrant 
increased dividend liberality in due season. 1946 
high price for Merck shares was 77, and in recent 
weeks the decline brought it down to 54, since fol- 
lowed by several points recovery. 


E. W. BLISS COMPANY: In effect this concern has 
been in continuous existence since 1892 as a pro- 
ducer of machinery. Chief output now centers 
broadly upon hydraulic presses, rolling mill equip- 
ment, can making machines and automatic feeding 
devices. The steel, automobile, container, railroad 
equipment and farm implement industries furnish 
important outlets for the company’s products. 
Abroad, a British subsidiary is well established, an- 
other in France suffered little damage during hos- 
tilities and in Canada a third unit handles sales. 
Five plants are operated in the United States. 
Early 1946 refinancing retired old high rate pre- 
ferred and reduced bank loans, the new capital 
structure now consisting of $2.25 million deben- 
tures, 100,000 shares of $2.25 convertible preferred 
stock and 541,639 shares of $1 par common, of 
which 160,000 are held in the treasury for conver- 
sion potentials. Sales and earnings over a period 
of years have been variable, a characteristic of this 
special industry. Volume in 1943 reached an all 
time peak of around (Please turn to page 782) 











































































































| Pertinent Statistics On Newcomers to the N.Y.S.E. 
——Current—— Net 
Assets Liabilities Current 
Company Business mtr ‘ais 1945" 1948 ate Per Share Dividend Dividend "Sree, vied 
American Molasses Coen. Sug0r & SYPUPS cece. S100 $99 «SEACST.BOCS7.O8N «8.60 S12 5.0%%| 
huibininitihinnas: a. eer Petroleum Products ................. f eeatodaas pen 7 ‘ea0 ; “a _ ra a > Nil : - ; ” = 
WBN Oe: cscccascacssticlivecizernes Heavy Industrial Machinery 2.09 def.14 13.1 3.8 “a $1.00 Nil j 20 
Chicago Corp. Investment Trust ............. ; ee iuensasvneunsssics 19 . 2 Ph. aoe vee Nil a 9 2.8 
Consolidated Grocers ....... } itaite RON yo csepcccseocendcschancess 3.16(a) 3.09(a) ne . 123 - ‘ ; Nil ’ se pi - a 
RO EE kk 
OND AR NMR aci 12198 To 
Firth Carpet Co. .......0:.:c0:00 Rugs, Carpets ..... “ yee ; esas: - ~ “io a -89 Nil 55 20 2.7 
Galvin Mfg. (b).................. .Radio receiver sets nes PRES pent: Se ROR ‘, “a: : eae 25.1 _ “ae ‘ais ae 2 2.5 
— RON soc ssctees sacs ROMSWNOCE SOONG. oo oie cinco ccacsscciernsnscccnse 2.25 - i‘ 1.1 11.20 -88%4 1.00 32 3.1 
| Mercantile Stores ................ one eatiiniilieata 3... esate a a “in. 17:1 ; 7.7 6.04 25 -85 24 3 s 7 
| Merek & Co. Medicinal & Ind'l Chemicals a 1. ne 8.8 266 ee een 57 ne 
| National City Lines ‘tin: igen WIGRRI GOs: iccissscsessnas 1.20 1.31 7.9 4.5 Nil -50 aa - ae 
| United Wallpaper ................ Wall papers Atte’ -59(a) 5.5 ; as 2.30 15 25 8¥2 2.9 
*—After allowing for senior securities. _t—12 months-to-date. (a)—Fiscal year ended June 30 of the following calendar year. 
(b)—AlIl figures adjusted for 2-for-1 split. (¢c)—All figures adjusted for 3-for-2 split. | 
| 
ae ee ee) 
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Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MaGazinE oF WALL StreEEt’s Index of Bond 
Prices showed the following changes for the 
period indicated : 


On On 
Sept. 7 Sept. 14 

40 Domestic Corporates 120.0 118.6 — 1.4 
10 High Grade Rails 115.5 114.5 — 1.0 
10 Second Grade Rails 264.0 253.8 —10.2 
10 High Grade Utilities 99.0 99.0 
10 High Grade Industrials 103.0 102.2 — § 
10 Foreign Governments 127.7 126.7 — 1.0 


Second grade railroad obligations continued to 
feature the bond market, and, in the period under 
review, had one of their sharpest breaks in recent 
history, declining over 10 points as measured by 
the Magazine of Wall Street’s index. The rest of the 
bond list has been unsteady, although nowhere else 


were there reactions comparable to the reaction in 
secondary rail liens. 

While the break in this portion of the rail list was 
accentuated by the slump in stocks, the underlying 
situation has been deteriorating for some time, and 
is one to which we have been calling attention in past 
issues. While the latest reaction makes some rai: 
liens appear attractive from a price standpoint for 
long-range purposes, we feel that better buying op- 
portunities might yet present themselves, and there- 
fore cannot counsel a buying policy just yet for 
most issues, although minor technical rallies may 
well develop from this point. 

The tip-off on the Gover nment bond market may 
be provided by the Treasury’s plans—now in state 
of development—with regard to forthcoming finan- 
cing. The exact outline of the T reasury program is 
not visible at this time, but there is growing belief 
that the fiscal authorities are readying a new long- 
term 214 % issue for non-bank invest - 
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MAGAZINE OF WALL STREET BOND INDEXES 


ors. About all that can be said with 
regard to the immediate market out- 
300 look for Treasuries is that a slightly 
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steadier tone should develop, but that 
no impressive rally is in sight. 
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For perhaps the next two or three 
weeks, the undertone in corporates will 
probably be “nervous”, and some 
260 
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further moderate easing may well de- 
velop in the medium and lower quality 
issues. 
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ILLINOIS CENTRAL RAILROAD CO. 
434 per cent debentures due 1966, cur- 
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rently selling at 80 for a yield of 5.9 
per cent. Although this bond is not of 
investment grade, at its current price 
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the issue offers excellent price appre- 
ciation possibilities combined with as- 
surance of good income. Drastic reduc- 








SCALE FOR INDEXES EXCEPT 10 SECOND GRADE RAILS 
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tion of funded debt from $370 million 
in 1936 to $257 million in 1945 with 
a still further reduction this year has 
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resulted in considerable reduction of fixed charges, 
and interest on present funded debt wouid 
have been earned in every year except 1935. Net 
working capital at close of 1945 was in excess of 
$50 million. Principal unfavorable factors include 
large increase in labor and material costs, only par- 
tially offset by small rate increases granted thus far. 
The railroads have appealed to the I.C.C. for addi- 
tional increases in freight rates to offset the higher 
costs, which increases will eventually be granted, at 
least partially. In spite of the unfavorable factors 
involved, fixed charges for the seven months ended 
July 31, 1946 were covered 1.36 times, net income 
of $2,397,908 being reported for the period. Com- 
pany had been engaged in consolidating and refund- 
ing its remaining funded debt earlier in the year, but 
these plans were temporarily shelved due to unfavor- 
able market conditions and insufficient rate structure 
affecting earnings. 


MENGEL CO.5 per cent 


gines, turbines, drives and construction and air con- 
ditioning equipment. Financial conditon strong at 
close of 1945, with net working capital amounting to 
$23 million and no funded debt outstanding. Capital 
stock consists of 70,774 shares (par $100) of 414 
per cent convertible preferred, 70,774 shares (par 
$100) of 414 per cent series preferred and 280,083 
shares of common stock. Although results for first 
part of 1946 were unfavorable due to unsettled 
labor conditions and material shortages, prospects 
of prolonged demand by the construction and other 
heavy industry groups make outlook for this com- 
pany favorable. 


ALLIS-CHALMERS MANUFACTURING CO. Offering 
of $15,000,000 of 2 per cent debentures due 1956 
recently made at 100.75 and interest to yield 1.92 
per cent to maturity. Proceeds from the sale to- 
gether with funds to be received from the sale of 
359, 373 shares of 314 per cent cumulative converti- 
ble preferred stock 








cumulative convertible 
$2.50 preferred stock 
(par $50) callable «t 


Suggestions for Current Investment Funds 


(par $100) will be 
used to carry out ex- 
tensive expansion pro- 


Se pe ‘Recent Call Current ia ; i 
$55 per share at any Bonds: Price Price _— Yield gram. The preferred 
time on 60 days notice. Amer. & For. Pwr. Deb. 5's, 2030 $105 $107 4.7% stock will first be offer- 
Convertible at any time Boston & Albany R.R. Term. Imp. 474's,'78 95 105 4.5 ed to common. stock- 
t the ha f Missouri, Kan. & Tex. Ry. Ist 4's, '90...... 86 N.C. 4.6 holders for sulmerints 
in O ree Snares O N. Pacific Ref. & Imp. 5's, C, 2047 99 105* 5.1 101ders for Ssuvsc rip 10n 


common stock for each 
share of preferred 
stock. Currently selling 
at $66 per share as 
oe with a 
of 10514 for the yea 

Current price of com- 


Pittsburgh & W. Va. Ist 4!/'s, 


Texas & Pacific Ry. Gen. & Ref. 
Preferred Stocks: 


Curtis Publishing $4 Prior Pfd. 
General Cigar 7% Cum. Pfd. 


Southern Pacific Deb. 4!/'s, 1981............ 101 110 4.4 


Assoc. Dry Goods $7 2nd Pfd..... 
Baldwin Locomotive $2.10 Pfd. ....... : 
Barker Bros. 4'/2% ($50 Par) Pfd...0.... 54 55 4.2 


1958-60... 92 102 49 at rate of one share for 


‘aa wm wh a each seven shares held. 
a ; After the expiration of 
the subscription offer 

seen $135 NC. 5.2% which is being made at 


44 $40 5.1 $100 per share, any un- 


mon is 215g. Company 
is the largest manufac- 
turer of hardwood pro- 
ducts in the United 
States and owns cutting 


Goodyear Tire & Rub. $5 Cum. Cv. Pfd. 

Lipton (Thos.) 6% Cum. Pfd. (Par $25) 

Pacific G. & E. 5!/2% Cum. Ist Pfd. 
LEROY) Ee Se meena tere rene 

Stokely-Van Camp $1 ‘ee Pfd. 

Union Pacific 4% Non-Cum. Pfd. 


63 75 3 subscribed shares will 

71 N.C. 4. be offered to the public 

106 110** 4.7 pga age Yoni Samer 

31 30 4.8 a a price to be adeterm 
ined by the under- 

a a 2 writers. 

a N.C. 36 Upon completion of 








rights on vast mahog- 
any tract in Africa, and 
is currently expanding 
into furniture manufac- 


Virginian Rwy. 6% Cum. Pfd. 


N.C.—Not Callable. 
**To 10/1/46; thereafter at 105. 





*Not prior to July |, 1952. 


the financing the com- 
pany will have out- 
standing, in addition to 
| the above securities be- 


(Par $25) 40 N.C. 3.8 

















turing, and also has 

leased some of its property for oil development to 
the American Liberty Oil Co., which thus far has 
brought in eight wells. Outlook for company is 
excellent with demand for wood products estimated 
to exceed supply for some time to come. Financial 
condition is strong, net working capital at close oi 
1945 aggregating $5,265,026 as against total fund- 
ed debt of $2,350,000. On March 31, last, there 
was outstanding 66,855 shares of preferred and 
457,116 common shares. 


WORTHINGTON PUMP & MACHINERY CORP. cum- 
ulative convertible 414 per cent preferred stock, 
(par $100) conv ertible share for share into common 
stock, and callable on 30 days notice at $100 a share. 
Currently selling at $8814 per share and common 
stock is selling ‘at $5414 per share. Company is 
large manufacturer of machinery and equipment of 
all kinds, including pumps, compressors, diesel en- 
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ing offered, 2,515,261 
shares of no-par common stock. ‘The debentures 
will be redeemable at $101 up to August 31, 1947 
and the redemption price will decrease one tenth of 
one per cent each year thereafter. The preferred 
stock is redeemable at any time at $103 a share and 
accrued dividends, and is convertible at any time 
prior to redemption into two shares of commen 
stock. 


INTERNATIONAL PAPER CO. will redeem and pay 
on October 15, 1946, at Bankers Trust Co. all re- 
maining outstanding 5 per cent cumulative converti- 
ble preferred stock at $105 per share plus 21 cents 
per share in accrued and unpaid dividends. Shares 
of the preferred stock not heretofore called for re- 
demption may be converted into one share of $4 
cumulative preferred stock and 4 share of common 
stock under terms of the nme s exchange offer 
of June 5, 1946, or into (Please turn to page 780) 
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pisees Se 
EDITORIAL: 





Readings For Profit 


THERE ARE PROBABLY FEW more satisfying and pro- 
fitable diversions than the art of intelligent reading. 
It is a practice which can be adapted to anyone’s in- 
dividual requirements and time schedule, and with 
the type of publications now on the market, study 
has not only been rendered practically painless, but 
has actually been made enjoyable in many cases. 

It is no accident of chance that the most success - 
ful people in all fields of endeavor have almost in- 
variably been the “best read”, and it is also signif- 
icant that they are the ones who constantly improve 
their store of information by a constant pursuit of 
knowledge. In our dynamic world, formal education 
can only provide the foundation for a_ lifetime 
of continual learning. Those who fallaciously 
believe that formal schooling is the end rather than 
the commencement of 
knowledge are practic- 


grained habit, and publishing ranks as one of 
the most important industries of the land. We have, 
in effect the intellectual and economic climate for 
wide readership, but this atmosphere itself has 
largely been produced by generations of study 
and toil.—intellectual as well as physical. There 
isn’t a subject of consequence on which abun- 
dant literature isn’t available these days, to say no- 
thing of the reams of paper on items of little con- 
sequence. 

In fact, the possible danger of our times, from a 
reading standpoint, is not a lack of reading material 
available or a disinclination to use it, but rather that 
we, as a people, may not use it wisely and to best 
advantage. In other words, we must be discriminat- 
ing and critical in our tastes to make sure that we 
get the most out of 
our limited time for 





ing the ultimate in the 


this endeavor. This 


art of self-deception. 
It is also noteworthy 
that Americans are @ 
nation of omniverous 
readers. With the un- 
paralleled educational 
facilities and standard 
of living in this coun- 
try, reading is an in- 
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e This Department is dedicated to serve men in building up a reserve 
through every known means that will create stability—bringing the com- 
forts and joys of life—and happiness. 

It's our contribution, too, toward the firming of the foundation of 
our economy so that we will retain our status as free men and women 
in a new world. 

To you, our subscribers, we extend an opportunity to assist in spread- 
ing this doctrine toward security and right thinking—in the schools and 
universities, and in your own homes and offices. 

We are happy to cooperate and serve. 


C. G. Wyckoff, Publisher. 








applies primarily to 
what we read for vo- 
cation, but is also true 
of what we read for 
avocation. Whatever 
the objective in view, 
planned reading pays 
dividends in a_ sub- 
stantial way. 
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Individual 


Achievement 


Under Free Enterprise 





By WILLIAM A. HOWELL 


APTAIN Epwarp VERNON RICKENBACKER has had 
a career that would be hard to duplicate for 
adventure and accomplishment—a career that is in 
the best American tradition. Poor boy—champion 
automobile racer—hero of two wars—survivor of 
numerous accidents—aviation pioneer—head of a 
great air line—his life contains all of the ingredients 
calculated to inspire others. And, most significantly, 
he is one of the outstanding champions of our free 
enterprise system. 

He was born at Columbus, Ohio, October 8, 1890; 
the son of industrious but poor parents. His father’s 
death made it necessary for Eddie to go to work at 
the age of 11 and, always mechanically inclined, he 
cast his lot with the struggling automobile industry, 
then in its infancy. From this start it was a natural 
step into automobile racing as the adventurous 
Eddie grew up, and from 1910 to 1917 his cars 
roared over the race tracks of America. 

When the United States entered World War I, 
Rickenbacker’s great interest in another compara- 
tively new machine—the airplane—led him naturally 
into the Air Corps. By the end of the war he was 
Commander of the 94th Aero Squadron with the 
rank of Captain, and was recognized as “America’s 
Ace of Aces,” being credited with 26 air victories 
over the enemy. 

The hero returned to this country and went into 
the automobile business again. After several restless 
and struggling years he finally became associated 





e@ The Magazine of Wall Street is continuing 
herewith a new feature series dedicated to the 
proposition that only under a free economy can 
individual achievement be realized to its fullest 
degree. In this and following issues we are 
presenting brief biographical sketches on lead- 
ers in various fields of endeavor who can testify 
to the merits of free enterprise as opposed to a 
regimented economy. 
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EDWARD V,. RICKENBACKER 
From automobile racer, war hero and aviation pioneer, to head 
of one of the world's largest airlines, Mr. Rickenbacker 
proves that Horatio Algers' heroes can exist in real life. 


with commercial aviation and, after a trying period 
during which it seemed that his dreams of establish- 
ing a great air line were doomed, Rickenbacker 
fought through all difficulties and setbacks, emerg- 
ing as President and General Manager of Eastern 
Air Lines, a pioneer air carrier. During World War 
II he toured every U. S. aerial fighting front as an 
emissary of the Secretary of War. 

Under his aggressive, inspired leadership, Eastern 
Air Lines has become one of the greatest air trans- 
port companies in the world, operating over 8,000 
miles of domestic air routes and a 1,000-mile route 
from Miami to San Juan, Puerto Rico. The domestic 
routes serve 100,000,000 people in 66 cities of the 
large traffic—generating areas of 23 Southern, 
Eastern, and Central states. 

A route from New Orleans to Mexico City has 
been approved by the Civil Aeronautics Board and 
service will be inaugurated as soon as arrangements 
are completed by the State Department and the 
Mexican Government. 

The durable characteristics of Captain Eddie 
Rickenbacker have been built into his air line and 
it is today a fitting monument to the boy who made 
good because he refused to be licked by anybody or 
anything. 
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Answers To 
INSURANCE 


Snquiries 


By EDWIN A. MULLER 





An Annuity Problem 
Sir: 

I will soon reach the age of 55, and as I am a firm believer in 
the principle of investing at least part of one’s funds in annuities 
at age of 55, 60 or 65, 1 had hope to study the question of making 
such investment at the age of 55. 

If it were possible to obtain the annual annuity payments per 
$1,000 invested which prevailed in the past 1 would not hesitate 
to take the step. For instance I note that insurance agents 
quoted the foilowing annual yields to me in 1927. 


Non-Refund With Guaranty of Return of 
Full $1,000 Paid In. 


To men age 55.... $ 82.00 $74.00 (per $1,000) 
To men age 65.... $107.00 $89.00 (per $1,000) 


Since then, as interest rates declined, the insurance companies 
have naturally reduced the annuity amounts paid per $1,000, 
invested until now the annuity payments are probably so low that 
one hesitates to make such investment now, preferring to wait 
until an increase in interest rates makes it possible for the in- 
surance companies to increase such annual payments. 

In my case, I have to judge the time when I should sell equity 
stocks, or preferred stocks, in order to make immediate transfer 
to annuities, or to hold proceeds until the annuity yields become 
more attractive. 

You may have some comment on the above, but specifically I 
shall appreciate your information on the following questions— 


1. What is the approximate rate of interest now being used 
by the insurance companies generally in determining 
amount of annuity payments—2 or 214%, or what? 


2. What is the present annual, or monthly, annuity amount 
paid per $1,000 invested, to a man age 55. 


(> Bae on Non-Refund Basis. 
(2 Warr with guarantee of return of full $1,000 
paid in, 


3. Do insurance companies usually change their annuity pay- 
ment tables promptly when interest rates change, or do 
they usually wait for a considerable period, say one year 
or more, until an interest trend has been confirmed? 


—C.K. 


Faves AGREE with you that if you could today 
obtain the yields under annuities as issued in 
1927 there would be no hesitancy in effecting such 
a contract. As you say the companies have in the 
interim naturally reduced the yields of annuities in 
view of the decline in investment income, and it is my 
personal opinion that there will not be any more 
favorable revision in rates for some time to come. 
Hence if you have any idea of effecting an annuity 
contract it would seem for your benefit to effect it 
immediately or as soon as you can establish the sale 
of your equities to provide the cash. 
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Special purpose accident policies are avail- 
able to suit every need and every purpose! 


The approximate rate of interest on which annui- 
ties are based is from 2 to 21% per cent. The present 
annual and monthly yield per $1,000 of investment 
on a male age 55 on a non-refund basis is $56.65 
annually or $4.59 monthly. With refund $48.21 
annually or $3.92 monthly. In addition a dividend 
of $11.29 on the non-refund annuity and $9.45 on 
the refund annuity would be payable annually, 
based on each $100 of income. 

The third paragraph of your letter on the second 
page I believe I have previously answered. The 
above rates quoted are those of one of the large 
eastern companies. If there is anything further 
won’t you please again write me. 


Converting Serviceman's Insurance 
Sir: 

My son, age 29, took out $10,000 insurance when he went into 
the Navy in October, 1942. He was discharged February 1, 1946, 
and has kept up the monthly payments of $6.70. He wants to 
know if he could do better by converting this into some other 
kind of insurance—that is obtain more benefits than the present 
policy offers. As the writer has never seen the policy, and know 
nothing whatever of the benefits offered I am writing you. The 
boy wants some insurance, and the monthly payments are not 
burdensome, although it is some trouble to write and mail a 
check every month. He keeps asking me what he should do 
about it. I tell him to keep it, because I don’t believe he can 
obtain so much protection for the price he pays, but I do not 
know this. And you will please furnish the name of the proper 
Department in Washington to whom I can write for this in- 
formation. 

—W.M.H. 


Your letter addressed to the Magazine of Wall 
Street has been referred to me for reply. With re- 
lation to your son who is still continuing his Na- 
tional Service Life Insurance in the amount of 
$10,000 I would suggest that he convert this policy 
to the 30 Payment Life plan. The monthly premi- 
um would be $17.90 (Please turn to page 781) 
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IN A PERIOD OF 
INFLATION 





By JOHN DURAND 





P ROBABLY THE BEST initial step in a program of 
capital protection against inflation is to recog- 
nize and guard against the many fallacies rampant 
on this subject. For one thing, there is no error 
more widespread than that which argues that a 
period of rising prices is necessarily bullish for all 
common stocks. In our issue of August 31, 1946, 
we stated that “actually some securities would be 
adversely affected by an upward spiral in prices, 
particularly those where cost-sales price relation- 
ships would be impaired.” The cost-price squeeze 
on profit margins is becoming a factor of increasing 
importance, and, significantly, the recent slump in 
security prices occurred just at a time when com- 
modity prices continued to push vigorously ahead. 
In attempting to hedge against inflation, several 
important factors must be recognized. First of all, 
there is no such thing as a perfect or an ideal hedge 
against inflation’s effects. Secondly, no one can be 
certain just when the inflation danger will become 
most threatening. Certainly the potentials for in- 
flation exist today, but they are still held reasonably 
within control. But if a period of labor chaos 
should ensue and stifle the flow of goods to market, 
the inflation threat would be measurably heightened. 


However, no informed observer expects inflation 
anywhere approaching the degree that prevailed in 
postwar Germany, or in Hungary recently. In- 
stead, the degree of inflation we have had thus far, 
and may yet experience, is of a gradual diminution 
in the purchasing power of the dollar. 

For the investor who wishes to hedge against long 
term inflation, the hedge must be viewed with an eye 
to eventual deflation. In other words, the medium se- 
lected must have intrinsic value and earning power 
when the inflationary hiatus is over. Obviously, this 
narrows down the field of possible selection to very 
narrow limits. 
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The New York Stock Exchange 


One of the few logical media meeting all these re- 
quirements is the group of securities producing raw 
materials — metals, petroleum, minerals, lumber, 
sugar, leather, rubber, food staples, ete. But even 
within this broad group, care and discrimination are 
needed in selection, and the requirements of indiv- 
idual portfolios vary substantially. 

Probably the one industry among all those rep- 
resented having both inflation hedge characteristics 
and a high degree of depression resistance is the 
petroleum industry, especially those companies hav- 
ing their own sources of supply. Petroleum, being 
a basic industrial commodity with a broad market, 
has earning power in bad times as well as good. In 
a period of inflation, a share of ownership in a 
petroleum producer with good reserves represents 
ownership in a valuable tangible. In a period of 
even severe depression, there is always a ready mar- 
ket for this vital product. 

lor those investors who feel the need of some 
measure of inflation protection the petroleum 
group offers as reasonable protection as any. But 
in selecting specific securities in this field, the same 
basic investment criteria apply as in appraisifig any 
other security situation: earnings record, dividend 
history, book values, management, tax position, and 
the various other investment standards. 





PROFIT 


AND 


INCOME 


Never the Same 


Some observers hold that the 
big market break was a psycho- 
logical affair, unrelated to the 
economic realities; and they liken 
it to the war-scare nosedive of 
about 40 points in the industrial 
average in roughly two weeks’ 
time in May, 1940. Their infer- 
ence is that it should be quickly 
over. Others liken it to the 1919- 
1920 bear market, which fore- 
shadowed commodity price defla- 
tion and attendant evils, but hold 
that most everything in the basic 
factors is now much more bullish 
than it was then. This is an- 
other argument for a small and 
short bear movement. We hope 
it is, and it could be. But this 
column reminds you that every 
bull market and every bear mar- 
ket is a new entity with its own 
time pattern, that the only sure 
means of determining that pat- 


tern is hindsight, and that his- 
torical analogies are more inter- 
esting than illuminating. Other- 
wise, it (the column) does not 
feel “assertive” — because it is 
late to be boldly bearish, early to 
be boldly bullish. 


Cheaper 

Stocks are, of course, much 
cheaper than they were a few 
months, or even weeks, ago. Some 
probably are in a buying zone, 
on the basis of realistically ap- 
praised values, but bear-market 
lows, like bull-market highs, have 
rarely been realistic. Although it 
is not certain, the “percentage” 
is that the swing of the pendulum 
will go too far, making many 
good stocks not reasonably low 
on earnings and dividends but 
unreasonably so. That is what 
the true bargain-hunter — who 
“an be disinterested in the mar- 








Allied Stores 
Chickasha Cotton Oil 
Int'l Minerals & Chemicais ................+ 
Mead Johnson 











INCREASE IN EARNINGS SHOWN IN RECENT REPORTS 





Montgomery Ward 
Oppenheim, Collins 





Union Tank Car 


Smit® (1.6.) & Corona .....2.00...cccsseesccoee 





United Wallpaper 





Universal Leaf Tobacco ......................... 


Latest Year 

Period Ago 
6 mos. July 31 $4.44 $1.89 
Year June 30 86 58 
Year June 30 3.92 2.76 
6 mos. June 30 86 -50 
6 mos. July 31 4.57 1.36 
Year July 31 3.42 1.11 
Year June 30 2.69 1.81 
6 mos. June 30 1.45 95 
Year June 30 59 41 
Year June 30 6.96 6.46 
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ket for long periods—waits and 
watches for, profiting out of the 
distress of over-pessimism of the 
emotionally near-sighted: namely 
those who can be relied on to ar- 
gue with a downtrend for a good- 
ly part of its duration but to get 
most bearish at or near the bot- 
tom. However, bargain-hunting 
is an art, not a science. We not 
only are unsure that stocks are 
going to become rare bargains. 
We doubt it. In few cases do 
present prices, give our own 
money any definite itching sensa- 
tion. The prudent policy would 
be to wait until clearer evidence 
is on hand that the decline has 
run its course. 


Tax Selling 


Too many investors think of 
tax selling as having a worth- 
while purpose only in the late 
weeks of the year, having in mind 
the Dec. 31 deadline for transac- 
tions figuring in 1946 income. 
But that is not the deadline in 
handling short-term losses. They 
cease to be short-term, and _ be- 
come long-term for tax purposes, 
after they have been held six 
months. Since stocks now show- 
ing their owners paper losses 
have been bought at various 
times, the six-month deadline will 
rarely be Dec. 31 and then only 
by chance. For you, on some 
stock or stocks, it might be to- 
morrow or next day. Check your 
holding periods and do not over- 
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look opportunities to save some 
money. You can record a loss by 
switching into an equivalent stock 
-—— for instance, Bethlehem Steel 
into U. S. Steel or vice versa— 
or by selling and repurchasing 
the same stock after 30 days. The 
salient point is that for tax de- 
duction purposes a_ short-term 
loss is “worth” twice as much as 
a long-term loss, and that one 
day over the six-month holding 
period is enough to make the dif- 
ference. If tax figuring gets you 
down, consult some responsible 
adviser or buy one of the recog- 
nized, inexpensive tax - guide 
booklets. Depending on your sur- 
tax bracket, the saving in thus 
eliminating taxes amounts, for 
each $1,000 of income, to from 
$95 to $250. In an equivalent- 
switch operation this could be 
considered equal to an important 
markdown in the market price of 
the new stock which one buys. 


Few Exceptions 

One difference between a mar- 
ket reaction and a bear market— 
whether the latter prove “major” 
or ‘minor”—is that in the for- 
mer there are pronounced varia- 
tions in stock-group behavior, 
whereas in the latter there is a 
much greater tendency for all 
groups to move down in unison. 
This is by no means to say that 
divergencies disappear. They 
simply become less numerous and 
less emphatic. For instance, at 
the low to date, the favored che- 
mical group was off only a trifle 
less than the general run of 
stocks. The same was true of 
dairy products. Steels were down 
a bit less than the market. We 
could go on, but the point is that, 
whatever you held, it got socked 
plenty. 


Power of the Press 


Recently Studebaker got mil- 
lions of dollars worth of free ad- 
vertising through a nice write-up 
and pretty color pictures in a 
national picture - magazine of 
mass circulation. On the first 
trading day after publication 
thereof, in a rallying market, the 
stock went up 4%. Such is the 


“power of the press” these days 
where market considerations are 
concerned. Seriously, if we were 
confident of motor stocks, we 
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would say some nice things about 
Studebaker ourselves. It makes 
a good car. It got a jump on the 
industry by bringing out the first 
really advanced 1947 model. It 
has the most stabilized labor re- 
lations of all car makers. But 
all auto making is largely assem- 
bly, dependent on many sup- 
pliers. So a good or tolerable 
labor situation within Studebaker 
can not necessarily assure unin- 
terrupted production. Basically, 
there are two things the matter 
with the whole industry. Prices 
have been forced too high, which 
is not good for long-term sales 
prospects. And break-even op- 
erating points have been lifted 
enough so that even a mild slump 
in sales could do stark damage 
to profits. Whether and when 
these evils can be corrected, this 
department does not know. 


The Oils 

All oil stocks have taken a 
tumble. Nevertheless, on a rela- 
tive basis, they remain among 
the best-acting issues. And that 
is especially true of most of the 
best ones. As we write, Standard 
Oil of California, one of our fav- 
orites, is off only about 10% 
from its bull-market high. Tor 
Jersey it is around 14%. How- 
ever, a good many oils have had 
a fifth to a fourth of their maxi- 
mum market valuation knocked 
off. At this time of lost faith in 
any postwar boom—beyond that 
which we have already had—we 
would not be shocked if they go 
lower. But if any group is 
soundly priced, and therefore a 
buy when evidence is convincing 
that recovery has set in, this is it. 
Present and prospective earnings 


are good, and they can not be 
considered non - recurrent, for 
consuming demand is bound to 
set new records for some years to 


come. Book values are generally 
high, unit labor costs relatively 
low. Whether you are thinking 
of inflation or deflation, good oils 
are as suitable as any common 
stocks can be and far better than 
most. Yet.they are mostly sell- 
ing at around 10 times current 
annual earning power, and cur- 
rent dividend yields run gener- 
ally from 4.5% to 5%. 


A Double Bet 


Standard Oil of California fig- 
ures to earn about $5 a share 
this year, sells as we write at 53, 
pays a solid $2.60 dividend and 
yields about+4.9%. Its Pacific 
Coast home territory has had ex- 
traordinary economic growth, 
with the result that the gain in 
oil-products demand, over the 
prewar average, is about double 
that of the general industry. On 
earnings and dividends, Standard 
is priced closely in line with lead- 
ing purely domestic oils—which 
is to say that potentialities in the 
vast foreign holdings are, in ef- 
fect, valued by the market at 


nothing. Yet the Near - East 
properties (held jointly with 


Texas Company) have already 
attained output of over 200,000 
barrels of crude oil a day, com- 
pared with an average of 217,- 
000 last year for Standard’s to- 
tal domestic production; while 
refinery runs have reached 175,- 
000 barrels a day, exceeding vol- 
ume of the majority of U. S. 
companies. There is a big con- 
cession in Venezuela, not yet in 
(Please turn to page 781) 
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Amerioan Shipbuilding .................-:0:0+++ 
Atchison, Topeka & S. Fe ............-scssese0+ 
Bruce 
Chicago Pneumatic Tool ................+--++-+- 
Delta Airlines 





DECLINE IN EARNINGS SHOWN IN RECENT REPORTS 





Grumman 
Motor Products 
Northern Pacific 
Republic Aviation 
Standard Products 























Latest Year 

Period Ago 
Year June 30 $3.32 $4.38 
7 mos. July 31 7.72 11.57 
Year June 30 1.78 2.61 
6 mos. June 30 16 1.94 
Year June 30 -90 1.37 
6 mos. June 30 1.50 9.19 
Year June 30 31 1.82 
7 mos. July 31 22 2.80 
6 mos. June 30 50 1.13 
Year June 30 .54 1.60 
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The Personal Service Department of THe Macazing or Wa i Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. ' 


5. Special rates upor request for those requiring additional service. 





Archer Daniels-Midland Co. 


Please furnish report on 
Daniels-Midland Co, with late earnings. 
B.T., Trenton, N. J. 


Business originally established 
in 1902. Company is a leading 
manufacturer of linseed oil and 
important processor of soybeans, 
and also produces other vegetable 
oils, operates flour mills, and 
stores and handles large amounts 
of grain. Additionally, operates 
a pharmaceutical division. 

Capitalization consists solely ot 
1,634,748 shares of common stock 
outstanding. 

Balance sheet as of June 30, 
1946 showed total current assets 
of $50,284,312, including cash 
and U. S. Government securitics 
of $16,511,285; total current lia- 
bilities $20,621,409 leaving net 
working capital $29,662,903. 

Net sales for fiscal year ended 
June 30, 1946 amounted to 
$181,996,336. 

Net profit was $6,604,149 
equal to $4.03 a share, compared 
with $2.16 in like period of 1945. 
1941-44 average $2.28. Annual 
dividend rate 80 cents a share. 

Market range 1946 high 4014 ; 
low 265%; recent 31. 

Earnings increased sharply the 
past year, aided by lower taxes. 


Outlook continues highly favor- 
able. 
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Archer, 


Rheem Manufacturing Co. 


I own 100 shares of Rheem Mfg. Co 
common stock and note that the company 
reported a deficit for the six months end- 
ed June 30, 1946. Please advise the rea- 
son for the sharp drop in earnings. 

J.KW., Pittsburgh, Pa. 


Rheem Manufacturing Co. 
manufactures metal products 
made from sheet metal such as 
tanks, barrels, drums, ete. and 
automatic water heaters, coal 
stokers, hot air furnaces and 
evaporative coolers. 

Net sales for six months to 
June 30, 1946 amounted to $13,- 
832,000, compared with $53,772,- 
000 in like period of 1945. A def- 
icit of 66 cents a common share 
was reported in first half of 1946 
compared with net profit of $1.45 
in 1945. The deficit in 1946 was 
after crediting income excess 
profits tax carry-back credits and 
in June quarter after $623,468 
write off of deferred startup and 
reconversion expenses. 

The deficit was due to recon- 
version and shortages of materi- 
als particularly sheet steel and 
fractional horsepower motors. The 
shortage of motors was the princi- 
pal reason for shut-down of 
Rheem’s plant in Chicago in mid- 
August and resultant delay in 
production of stokers and stoker 
furnaces. 

The O.P.A. granted price in- 
creases of around 10% on fur- 
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naces early this year and in Aug: 
ust permitted increases of 10% 
and 12% on stokers, retroactive 
to April. 

Shortages of small motors and 
other materials may continue for 
a few months longer but should 
be in greater supply by 1947. 

As there is a large demand for 
Rheem’s products and production 
facilities are expanding, earnings 
should improve substantially in 
the near future. 


Minnesota Mining & 
Manufacturing Co. 

Please inform as to products Minnesota 
Mining § Manufacturing Company pro- 
duces, earnings and outlook. 

A. G., Rutherford, N. JJ. 


Minnesota Mining & Manufac- 
turing Co. was originally incor- 
porated July 1902. 

Principal business is the manu- 
facture of surface coated abra- 
sives (sandpaper), scotch tapes, 
roofing granule, rubber cemenis 
and, in addition, specialties for 
industrial uses. 

Capitalization: 1,951,530; no 
par common shares outstanding, 
after split 2 for 1 November 13, 
1945. 

Consolidated balance sheet as 
of December 31, 1945 reported 
total current assets of $28,221,- 
354; total current liabilities oi 
$8,431,495. Net current assets 
$19,789,859. 

Net sales for 1945 totaled 
$63,548,377 compared with $62,- 
929,359 in 1944. Net income last 
year of $3,649,342 equaled $1.87 
a share. Net sales for six months 
to June 30, 1946 amounted to 
$32,299,832. Net profit was $3,- 
697,006, equal to $1.89 a share. 

Lower taxes have helped in- 
crease earnings substantially this 
year and prospects indicate cou:- 
pany has growth potentials. 

(Please turn to page 786) 
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~ and Company News 





We can't go indefinitely with an economy half free enterprise and half con— 
trolled" is a truth which business men find heartening in that the sentiment origi- 
nated from no less a source than Under-Secretary of Commerce Alfred Schindler, who 
further advocates that Government controls over business should be removed at the 
earliest possible moment. 








Spectacular sales records by retailers have brought warnings from more than 
one source that danger may be in the offing. In the opinion of D.W.Michener, 











the road somewhere ahead, possibly sometime in 1947, and when it comes those in the 
driver's seat must beware of travelling to fast. 


In like manner, Lew Hahn, general manager of the National Retail Dry Goods 
Association probes still more deeply in pointing out that while retailers in the 
current year are likely to experience "embarassingly high" earnings, the high cost 
structure developed could easily create potentials for "profitless prosperity” in the 
next phase of the boom. 





Raymond Rogers, Professor of Banking, New York University expresses his view 
that the beginning of the end of the high price structure is discernable on the hori- 
zon, and that prices in many lines have already passed their peak. Filling of pipe— 
lines and a peak for inventory replacements will inevitably come sooner than many 
suspect and that competition will then force price lowering. 





Politics as well as economics of course will play heavily this fall in chart-— 
ing the course of the economy when 1946 passes into history. Upon the shoulders of 
the incoming Congress will rest major responsibility fr curbing the current upward 
spiral of inflationary forces, with primary attention to the $170 billion of savings 
held by the public. Such is the belief of Theodore I. Parkinson, president of the 
Equitable Life Insurance Co. 








While a downward trend in orders for the tool industry has appeared of late, 
huge auction sales of surplus equipment by the Government at low prices undoubtedly 
has been an important factor, as recently these were estimated as equal to total 
Shipments by the industry. But in the long term, with relief from this competition, 
prospects for machine tool makers are bright. 





For one thing, foreign sales alone should be of record proportions. In the 
course of world wide industrialization, a large proportion of Government loans made 
to foreign nations will be spent for American machinery, even in the case of Britain 
with its $3.75 billion funds now available. 





In support of this premise, Westinghouse Electric Corporation announces 





a $40 million contract arranged with the Chinese Government for development of 
electric manufactures in that country. And estimates are that the deal will include 
purchases of some $15 million of our machinery and equipment. 
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Widely divergent net earnings apparently will continue to please or raise 
gloom with shareholders as 1946 further unfolds. American Smelting & Refining Co. 
in reporting only five cents per share earned in the first half, against a relative 
$2.15 last year, lays blame to the worst strikes in the company's 47 year history. 





Although Pullman-Standard Mfg. Co. has had no strikes of its own since V.J, 
Day and has about $150 million of unfilled orders on its books, its production of 
passenger cars during this period has been cut by about 70%, due to strikes in supplier 
plants. Against a schedule of 600 passenger cars, only 185 have rolled out of the 
yards. : 





Parts and materials shortages due to strikes in supplier plants have caused 
lay off of an additional 57,000 workers recently in the automotive industry still 
further delaying the painfully slow production recovery by this segment of the eco- 
nomy. And the time is approaching when labor leaders threaten to present other demands 
to their employers in this key field. 





Slated by union bosses for urgent debate will be a demand for Annual Wage 
Guaranties. The National Association of Manufacturers is anticipating the question 
by starting large scale campaign to stabilize employment more logically by product 
Standardization, diversification, better planning and more efficient use of personnel. 








Henry Ford II, president of the Ford Motor Co. doubts very much if anyone can 
guarantee an annual wage and terms the idea a "seductive promise of security" and a 
"political phony". Steady employment at fair play is the real goal and to be achieved 
only through co-operation rather than impossible promises. 


Speaking of Ford, a new retail price rise of 6% just granted by OPA marks the 
fifth boost permitted for this concern by the Federal Agency. Previous price ad- 
justments had totalled 22%. Apparently the Office of Price Administration is heed- 
ing the mandates of Congress to offset mounting costs, and other manufacturers will 
be granted similar liberal treatment. 





In reporting record breaking sales of $418 million for the first half of 
1946, with a spectacular rise in net earnings to $4.57 per share for the period, 
Montgomery Ward & Co. has been among the first to set aside a reserve for possible future 
inventory losses. Deducted from income for this purpose was a full $4 million. Thus 
a new form of conservatism has taken the place of wartime reserves set up for re- 
conversion contingencies. 





As a further step on its planned $100 million expansion program, Pan American 
Airways Corporation has borrowed $40 million at 1 1/2% from a group of banks. This 
company has already spent $30 million in the same direction. When its new and speedy 
giant aircraft are delivered, promise is that passengers can leave New York after 
breakfast and have luncheon in Los Angeles. 





Prospects of production which may speedily meet all civilian demands afre en- 
hanced by reports by the Radio Manufacturers Association that more sets were manu— 
factured in August than in any previous month in the history of the industry. More 
than 1.5 million sets were turned out. 





Delivery by the American Locomotive Co. of its 75,000 locomotive in the course 
of its long history: arouses respect and admiration by this Magazine. The newly made 
giant hauler was a 6000 pound Diesel Motor electric engine to be used by the Atchison, 
Topeka & Santa Fe Railroad for service between Chicago and the West Coast. 





Hopes of shareholders in St. Regis Paper Co. for early resumption of dividends 
on the common are bolstered by company reports of impressive gains in late months. 
Sales during the first eight months of the current year were above $49 million, almost 
equal to $52 million reported for all of 1945. And net income for the period was 
$3.3 million, exclusive of $1.5 million profits on securities. 
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he BUSINESS ANALYST 





SUMMARY 
MONEY AND CREDIT—Bankers' acceptance rates 


harden a little more. With loans on securities close to a 
minimum, the decline in stock and bond prices should 
have little adverse effect upon general business activity. 


TRADE—Sales of durable goods now picking up smartly. 
In July they were 21% of all retail sales, compared with 
25°, in the pre-war month of Aug., 1939. A year ago 
the proportion was only 15%. Thus far the rising supply 
of durable goods has not cut into sales of other mer- 
chandise; for department store sales in the week ended 
Sept. 7 were 50°% ahead of last year, against a cumu- 
lative increase of 31% for the year to date. 


INDUSTRY—Business activity off fractionally in past 
fortnight; but still more than 5° ahead of last year. 
Stock market slump does not foreshadow a major busi- 
ness depression. It is probably merely a long-overdue 
technical correction, touched off by a pessimistic reap- 
praisal of profit outlook for durable goods industries, 
squeezed by rising costs and inflexible price ceilings. 


COMMODITIES—Thus far commodity futures have re- 
sisted stock market slump; but wholesale spot prices were 
lowered by O. P. A. roll-backs. Bumper crops may 
depress futures later. 

i 


Shortages of box cars and steel scrap accounted for 
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a further slight sag in Business Activity during the fort- 
night ended Sept. 14; but margin of increase over last 
year has widened to 5.3%, owing to the sharp drop last 
year at this time. 


* * 


O. P. A. price restrictions, combined with strikes since 
V-J Day, have caused a bad shortage of metals that is 
causing Semi-Finished Goods to pile up in durable 
goods plants. Wages paid for producing these un- 
finished goods are being spent on abnormal quantities 
of non-durable and semi-durable goods. When eventu- 
ally these unfinished goods are completed and placed 
on the market, they will compete with the market for 
nondurables. 

* * * 


When that time comes, sales of non-durable goods 
may shrink some while sales of durable goods rocket 
upward; but the combined sales volume of both types 
of goods should not contract seriously, unless producers 
and purveyors of non-durable goods lay off large num- 
bers of workers who can not be re-employed in durable 
goods or other fields. 

 - «© 


Sales of Durable Goods are already picking up. 
In July they were 21% of all retail sales, compared with 
25%, in the pre-war month of August, 1939. A year ago 
the proportion was only 15°%. In the automotive group 
sales are 120° ahead of July, 1945. Home furnishings 
are up 71% and building material and hardware 53%. 

(Please turn to following page) 
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Imflation Factors 





Latest Previous Pre- 
Wkor Wkh.or Year Pearl PRESENT POSITIC-N AND OUTLOOK 
Month Month Ago _ Harbor 





MILITARY EXPENDITURE (tf) $b 0.26 0.40 1.33 0.43 (Continued from page 773) 


Cumulative from Mid-1940 342.4 342.2 306.3 14.3 Thus far the rising supply of durable good 


has not cut into sales of other merchandise. 
FEDERAL GROSS DEBT—$b 265.3 265.6 262.7 55.2 | Witness Department Store Sales which, i 
the week ended Sept. 7, were 50% above lay] 
MONEY SUPPLY—Sb year, compared with a cumulative increase ¢ 


Demand Deposits—|01 Cities 31% for the year to date. 
Currency in Circulation * * * 











Department store Inventories at the end ¢| 
BANK DEBITS—13-Week Avge. July were only 125% above August, 1939: 


New York City—$b though sales are up 149%. This does not point| 
100 Other Cities—$b 


to top-heavy inventories. 





* * * 


INCOME PAYMENTS—Sb (cd) Folks are still saving, despite the orgy of] 
Salaries & Wages 


interest & Dividends (cd) spending. The Treasury reports that Cash-ins 
Farm Marketing Income (ag) of Savings Bonds in August were lowest for| 
includ'g Govt. Payments (ag) any month this year, with sales exceeding cash-| 
ins by $141.5 million. 
CIVILIAN EMPLOYMENT (cb) m . 2 oe 

Agricultural Employment (cb) k Cash Dividends paid in July were 13.3% 


Employees, Manufacturing {Ib).. : more liberal than in the like month of 1945. 
Employees, Government (Ib) : 


UNEMPLOYMENT (cb) m 








* * * 


According to the Commerce Department, 
Construction contracts awarded in August 
FACTORY EMPLOYMENT (ib4) reached a record high of $1,039 million—6% | 

Durable Goods ahead of July, and 139% above August last] 
Non-Durable Goods year. Looks as though there may be more} 
FACTORY PAYROLLS (ib)4 propaganda than truth in current plaints over! 


failure of the housing program. 














FACTORY HOURS & WAGES (ib) anv | 
Weekly Hours | 
Hourly Wage (cents) Net income of Class | Railroads in July, after| 
Weekly Wage ($ interest and rentals, is estimated at $35 million, 

including $4.6 million of carry-back credits, 

PRICES—Wholesale (ib2) compared with $63 million for July, 1945. July 
Retail (cdib) was the first month in which interim freight 

rate increases averaging 6.5% were effective. 

COST OF LIVING (Ib3) Net income for seven months was thus only $I! 
Food million, compared with $393 million for the like 
Clothing period last year. In the absence of further 

rate increases it looks as though the carriers 

will earn a little less than $200 million for the 


RETAIL TRADE $b pen game. 7 
Retail Store Sales (cd) 
Durable Good : Under existing conditions, any adverse effect 


Pe msi Pig which the recent Market Slump may have 
wed te pate Ages Mo. (rb2) upon business will probably be mainly psycho: 
logical and of transient duration. With loans 


on securities near the minimum, margin calls will 






































MANUFACTURERS’ 


not make appreciable inroads upon consumer 

New ~ (cd2)—Total buying power. Investors have suffered large 
Durable Goods paper losses; but as market profits are seldom 
Non-Durable Goods P 

Shipments (cd2)—Total spent for anything but more stock, consumer 
Durable Goods purchasing power has not been much reduced.|f 
Non-Durable Goods The lower, and hence more attractive, market 
prices might, however, draw some consumer 
BUSINESS INVENTORIES, End Mo. money into the securities markets. 

Total (cd) —$b * * € 


Manufacturers’ : ee h | 
Whelesslens’ f : Offerings of new securities in recent months 


Raina? : were unfortunately timed. Firming Interest |} 
Dept. Store Stocks (mrb) ‘ . Rates made investors hesitate to accept close 
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| ELEC. POWER Output (Kw.H.)m 


9) MISCELLANEOUS 


Production and Transportation 





Date 


Latest Previous 


Wk. or 
Month 


Wk. or 
Month 


Year 
Ago 


e- 
Pearl 


Harbor 


PRESENT POSITION AND OUTLOOK 





WSINESS ACTIVITY—i—pe 
(M. W. S.)—l—np 


Sept. 
Sept. 


156.2 
170.5 


156.7 
171.0 


149.9 
161.9 


141.8 
146.5 





INDUSTRIAL PROD. (rb)—!—np 
Mining 

Durable Goods, Mfr. «uu... 
Non-Durable Goods, Mfr 


July 
July 
July 
July 


174 
146 
202 
160 


171 
140 
184 
161 


210 
143 
292 
165 


174 
133 
215 
141 





CARLOADINGS—t—Total 
Manufactures & Miscellaneous 
Mdse. L. C. 
Grain ... 











Sept. 
Sept. 
Sept. 
Sept. 


794 
342 
108 

43 


708 
400 
123 

48 


730 
306 
93 
5! 


833 
379 
156 

43 





Sept. 


4,186 


4,404 - 


3,909 


3,267 





SOFT COAL, Prod. (st) m 
Cumulative from Jan. | 
Stocks, End Mo 





Sept. 
Sept. 
July 


11.2 
352 


12.7 
341 
37.8 


10.0 
404 
49.9 


10.8 
446 
61.8 





Crude Output, Daily 
Gasoline Stocks 
Fuel Oil Stocks 


Sept. 
Sept. 
Sept. 
Sept. 


4.8 
87 
53 
53 


4.5 
84 
48 
43 


4.1 
88 
94 
55 





LUMBER, Prod. (bd. ft.) m 
Stocks, End. Mo. (bd. ft.) b 


Sept. 
July 


403 
3.7 


475 
3.6 


407 
3.6 


632 
12.6 





STEEL INGOT PROD. (st.) m 
Cumulative from Jan. | 


Aug. 
Aug. 


6.90 
40.8 


6.61 
33.9 


5.74 


56.1 


6.96 
74.7 





ENGINEERING CONSTRUCTION 
AWARDS (en) $m 
Cumulative from Jan. |! 


Sept. 
Sept. 


86 
3,882 


86 
3,796 


60 
1,353 


94 
5,692 





Paperboard, New Orders (st)}t+ 
Wood Pulp Stks., End Mo. (st)t.... 
Cigarettes, Domestic Sales—b 
Cigars, Domestic Sales—m 
Portland Cement Prod. (bbls.)m.. 
Machine Tool Shipments—$m 





Sept. 
June 
July 
July 
June 
July 


138 
85.2 
25.4 

439 
15.4 
22.4 


173 
88.4 
26.3 
452 
14.4 
28.6 


126 
81.7 
21.8 
351 
92 
32.5 


165 
98.5 
17.1 

543 

14.9 
80.0 





to the lowest yields on record. This explains why 
dealers found these new issues hard to move. 


* * * 


But Undigested Securities were probably 
not an important factor in the stock market's 
sharp decline. The market value of all stocks 
listed on the New York Stock Exchange shrank 
$4.8 billion in August alone, whereas new capital 
raised through sale of new corporate securities 
amounted to only $0.8 billion for the entire 
first half of 1946. 


> * s 


While firming interest rates have unquestion- 
ably been a major cause of declining prices for 
High Grade Bonds of recent months, they 
have probably played only a minor role in the 
stock market debacle. This department does not 
share the fear that declining stock prices, under 
present conditions, may foreshadow a major 
business depression. 


* * * 


At present writing it looks as though the stock 
market debacle is merely a long-overdue tech- 
nical correction, touched off by a pessimistic 
re-appraisal of the Profit Outlook for Durable 
Goods Industries faced with prolongation of 
the labor-politico cost-price squeeze. 





ag—Agriculture Dep't. 


tens. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wali Streeet, using Federal Reserve Board data. 
rb—Federal Reserve Board. 


b—Billions. 


cb—Census Bureau. 


Without compensation for population growth. 


ment and Charge accounts. _st—Short 


tons. 


pe—Per capita basis. 
+—Thousands. 


cd—Commerce Dep't. 
edlb—Commerce Dep't. (1935-9—1!00), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, '939—!00. t—Long 


cd2—Commerce Dep't. Avge. Month 1939—t00. 


np— 
rb2—Federal Reserve Board, instal- 


t—Treatury and Reconstruction Finance Corp. 





THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 





No. of 
Issues (1925 Cl.—100) 
300 COMBINED AVERAGE 


High 
191.7 


1946 Indexes 


Low 
142.2 


Sept. 7 
148.2 


Sept. 14 
142.2a 


(Nov. 14, 1936, Cl.—100) 
100 HIGH PRICED STOCKS 
100 LOW PRICED STOCKS 


Low 
87.82 
172.56 


High 
112.55 
247.97 


Sept. 7 
91.66 
180.48 


Sept. 14 
87.82a 
172.56a 





Agricultural Implements. 
Aircraft (1927 Cl—100) 
Air Lines(1934 Cl.—100) 


Amusement 


Automobile Accessories.. 


Automobiles 
Business Machines 


Chemicals 

Coal Mining 
Communication 
Construction 
Containers 

Copper & Brass 
Dairy Products 
Department Stores 


Food Brands 
Food Stores 
Furniture 


Baking (1926 Cl—100).. 
Bus Lines(1926 Cl.—100) 


Drugs & Toilet Articles... 
Finance Companies 


265.7 
284.4 
1208.6 
218.6 
336.2 
62.2 
26.0 
360.3 
229.9 
290.2 
32.4 
99.7 
85.1 
462.6 
141.8 
81.5 
132.9 
277.4 
313.9 


| os eo no tno on ors oT mH nS ew 


175.1 
196.0 
836.2 
143.7 
208.0 
39.4 
2.t 
273.4 
176.3 
223.4 
20.7 
63.6 
60.5 
333.6 
99.7 
64.6 
89.7 
194.8 
222.9 
196.3 
73.8 
87.1 
846.1 


189.9 
202.4 
861.4 
167.1 
223.4 
- 42.4 
22.4 
291.2 
185.8 
234.3 
21.5 
66.8 
62.2 
351.5 
102.4 
68.2 
93.7 
211.2 
235.0 
200.7 
78.0 
90.2 
860.1 


175.la 
196.0a 
836.2a 
161.9 
208.0a 
39.4a 
21.5 
273.4a 
178.3 
223.4a 
20.7a 
63.6b 
60.5a 
333.6a 
99.7a 
68.7 
90.3 
208.3 
222.9a 
196.3a 
75.0 
87.1a 
846.I1c 





6 
3 
8 
3 
3 
3 
3 
3 
0 
5 
8 
22 
3 
2 
3 
2 
3 
Zz 
3 
3 
5 
2 
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Investment Trust 

Liquor (1927 Cl.—100).. 
Machinery 

Mail Order 

Meat Packing 

Metals, non-Ferrous 
Paper 

Petroleum 

Public Utilities 

Radio (1927 Cl.—100).. 
Railroad Equipment 
Railroads 

Realty 

Shipbuilding 

Soft Drinks 

Steel & Iron 

Sugar 


1479.8 
206.4 
206.3 
132.7 
299.7 

44.0 





Variety Stores 
Unclass. (1945C!.—100) 


58.0 
1000.2 
149.2 
138.8 
95.6 
188.7 
32.7 
175.1 
122.0 
22.6 
76.5 
25.6 
31.4 
122.5 
492.8 
$85.2 
67.3 
239.8 
126.7 
40.7 
78.4 
309.2 
90.4 


60.6 
1201.5 
161.5 
143.4 
99.0 
195.2 
35.6 
186.4 
126.2 
24.7 
79.2 
27.5 
32.1 
132.2 
506.4 
122.5 
67.5 
246.1 
142.9 
42.0 
83.0 
319.1 
94.6 


58.0a 
1122.1 
149.2 
138.8a 
95.6a 
188.7a 
35.1 
182.6 
122.0a 
22.6b 
76.5a 
25.6a 
31.4a 
123.5 
492.8a 
115.2a 
67.3a 
239.8a 
134.8 
40.7a 
78.4a 
309.2a 
90.4a 





| New LOW since: a—1945; b—1944; c—1943. 
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Trend ef Commedities 




















The sharpest decline in security prices in a number of 
years had no influence on the commodity futures market. 
The Dow-Jones futures index continued to move in a nar- 
row range about halfway between the high and the low 
reached in July. During the period the near months of 
cotton made a new high since 1920. Egg futures advanced 
steadily throughout the period. These were offset by de- 
clines in the grain market. Corn was weak in anticipation 
of an early new crop movement. The near months of wheat 
were strong, while the distant months sold at discounts of 
10 cents a bushel. There has been considerable talk about 
a decline in commodity prices, but we believe that it is too 
early to sell the market short. 

During the week ending September 7 the weekly index 
of the Bureau of Labor Statistics suffered its sharpest de- 
cline in several years. The decline was 4.8%. This carried 
the index down to 122.0, compared with 128.4 on August 
24, the high for the current war period. The decline loses 


ne 


its significance when we learn that it was due almost e 
tirely to lower prices for livestock and meats upon rein, 
position of OPA ceilings. The Administration will soon lean 
the folly of setting an arbitrary ceiling. More significant ; 
the fact that semi-manufactured articles moved to a ney 
high for the year with an index of 111.5. The trend is w 
ward with no reversal in sight. 

There are reports that the Administration is more wo. 
ried about possible deflation than it is about inflation. W, 
had hoped that the vicious cycle of higher wages an 
higher prices was at an end. The Administration went oi 
of its way to keep the cycle moving when it overruled thp 
W.S.B. in the recent maritime decision. We have yet t 
see a case where a union goes on strike for higher wage 
and fails to get at least half of its demands. Until tha 
occurs, the threat of inflation will hang over us. The red} 
sufferers in this upward spiral are those living on a fixed 
income or pension, the unorganized, and the mass of city, 
state, and federal employees in the lower bracket. 
















































































































































Date 2 Wk. 1 Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Sept.14 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ...... 238.8 239.9 240.9 196.5 189.6 184.3 156.9 
11 Import Commodities .... 219.2 220.8 221.3 171.9 170.7 168.9 157.5 
17 Domestic Commodities.. 252.4 253.1 254.6 214.3 202.9 194.9 156.6 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo.6 Mo. I Yr. Dec! 
Sept.14 Ago Ago Ago Ago Ago Itt 
7 Domestic Agricultural... 290.3 303.1 310.2 254.1 238.0 225.2 16308 










RAW MATERIALS SPOT INDEX 


MAY JUNE JULY AUG. 







120 


100 y 
¥4 MAGAZINE OF 


WALL street !NDEX 


4 Raw Materials, 1923-5 Average equals 100 
Aug. 26, $989—63.0 Dec. 6. 1944—85.0 
1946 1945 1944 1943 1941 1939 1938 1937 
High ... 120.2 95.8 945 92.9 85.7 783 658 93.8 
low ..... 95 93.6 91.8 89.3 743 61.6 57.5 647 
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12 Foodstuffs. .o.cccscssesen 294.0 298.7 301.4 223.1 216.4 208.0 6h 
16 Raw Industrials... 204.1 203.3 203.5 178.4 171.5 168.1 148p 
COMMODITY FUTURES INDEX 
MAY JUNE JULY AUG. 
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DOW-JONES 
COMMODITIES INDEX 


1s | 


Average 1924-26 equals 100 q 
1946 1945 1944 1943 1941 1939 1938 19 































High ....... 125.39 106.41 98.13 96.57 84.60 64.67 54.95 824F 
WP: nate 104.21 93.90 92.44 88.45 55.45 46.59 46.03 ; 
THE MAGAZINE OF WALL STREE 
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COMMODITY HIGHLIGHTS 





MEAT ... . Receipts of cattle and hogs in the first half of September were the 
smallest on record. There is every indication that receipts will continue small 
as long as current ceiling prices on meats are maintained. In the 71 days that 
ceilings were eliminated, ihe farmers marketed all of the cattle and hogs which 
were ready for market at high prices. Now they are simply sitting ba-k and 
fattening the animals still remaining on the farm. They have plenty ct feed 
available, since this year's feed grain crop is the largest on record. 


There is a very uneven distribution of meat in the market at the present 
time. Those who have locker-space took advantage of the free movement in 
August and put away sufficient meat to suit their requirements for some time 
to come. Those who must patronize the retail butcher for their daily require- 
ments will find the stores empty within a short time. The OPA and the Depart- 
ment of Agriculture have decided against rationing because of the time re- 

uired to get the program in operation again. There is only one solution to 
the problem and that is the removal of ceilings. We believe that the Adminis- 
tration will be forced to take this action before election time. 


An ironical twist in the situation was the howl set up by the C.1.O. when 
it was announced that the ceilings would be placed higher than those in effect 
on June 30. The C.I.O. had insisted that the June 30 ceilings were high enough. 
As it turned out, the current ceilings are not high enough to bring the animals 
off the farm. As a result the packing houses have been forced to lay off 
thousands of workers. Practically all of these workers are members of the C.I.O. 
This is another example of an attempt to change the law of supply and demand, 
which is resulting in a failure. 


RUBBER . . . Reconversion Director John Steelman has directed the Recon- 
struction Finance Corporation to maintain the sale price for natural rubber at 
22!/yc per pound for the balance of the year. In view of the recent rise in the 
world price of 3!/yc a pound, this means that we are pricing ourselves out of 
the market. Domestic manufacturers cannot take any steps to protect their 
position, since the R.F.C. purchases all of the natural rubber used in this coun- 
try and controls the sales of both natural and synthetic rubber. 


The reason giver: for maintaining current ceilings on crude rubber is that 
the Administration wants to hold the line in as many items as possible. Increas- 
ing the price of crude rubber would mean the lifting of ceilings on hundreds of 
small rubber goods items. The R.F.C. has sufficient rubber purchased at lower 
levels to permit it to sell at the lower price until January. 


Great Britain, it may be recalled, is not using any synthetic rubber at the 
present time. As more crude rubber becomes available, she will build up her 
stocks. Domestic manufacturers will find it extremely difficult to obtain crude 
rubber in 1947 unless the Government relaxes on its regulations. 


WHEAT .. . The September | report of the Department of Agriculture calls 
for the largest wheat crop on record. This estimate plus the carryover gives us 
a total supply of wheat for the season of 1,268,000,000 bushels. This is well in 
excess of our requirements and suggests a fairly large increase in the carry- 
over at the end of the season. Wheat prices should remain very firm for the 
balance of 1946. Flour mills have only limited stocks of wheat on hand and they 
will buy steadily. At the same time the CCC is in the market for some 200 
million bushels for export. They had fixed bids in at the old ceilings, but they 
have changed this hos and are now buying at the market. 


Flour prices were raised 20c per cwt., which brings them up to the highest 
level since World War |. There is a possibility that they will be increased 
further later in the year. 


COTTON ... The Government's cotton report came as a surprise to the trade. 
Private estimates called for an increase of 200,000 bales, whereas the Govern- 
ment's report was down 120,000 bales. This is one of thé smallest crops in 
recent history. It appears likely that domestic cotton consumption will be in 
excess of the crop. in addition, the Government is financing a large export 
program. The supply situation will grow progressively tighter as the season 
advances, and it would not be surprising to see cotton sell above 40c a pound. 
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SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num. 
ber 142 of a series. 


SCHENLEY DISTILLERS CORP. 
“Fellowship” 


By MARK MERIT 





At the University of Wisconsin 
there have been established a number 
of post-doctorate research fellowships 
for the study of factors affeffcting the 
production of anti-biotics and their ac- 
tion on human, animal and plant dis- 
eases. These fellowships have been 
established by Schenley Distillers Cor- 
poration and Schenley Laboratories, 
Inc., thru their affiliate, The Schenley 
Research Institute. If you just don’t 
happen to know what an antibiotic is, 
please be informed that it is a sub- 
stance produced by a living organism 
which will combat the development of 
other organisms antagonistic to man 
and the plants and animals useful to 
him. Penicillin and Streptomycin are 
antibiotics. There will undoubtedly be 
many others in years to come. 

These new fellowships at the Uni- 
versity of Wisconsin have been estab- 
lished for a three-year period and will 
be assigned by the University to the 
departments of Agriculture, Bacteri- 
ology, Biochemistry, Plant Pathology, 
Veterinary Science and Botany at 
Madison, Wisconsin. The Fellows will 
be appointed by the University on the 
basis of proved ability in their fields. 
The total of grants, including allow- 
ances for working expenses, will be ap- 
proximately $110,000. Though the field 
and scope of the program have been 
arranged by discussion between the 
University faculties and Dr. E. C. 
Williams, Vice President and Director 
of Research of the Corporation, the 
Fellowships are granted without condi- 
tions of any kind and will be admin- 
istered under the sole discretion of the 
University. 

In addition to expanding fundamen- 

tal scientific knowledge in the field, it 
is also the wish of the sponsors to en- 
able the University to retain the serv- 
ices of first-class research workers, for 
fundamental research, against the at- 
tractions of industrial employment. 
_ Here’s another sign that American 
industry, under our system of free en- 
terprise, is conscious of its opportuni- 
ties to serve the American people— 
who make its existence possible. 


FREE— 
96-Page Book 


containing reprints of 
earlier articles on various 
subjects. Mail coupon to 
MARK MERIT OF SCHENLEY 
DISTILLERS CorRP., Dept. 
15A, 350 Fifth Avenue, 
N.Y. ¥,.N. ¥. 
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Divergent Potentials in 
Radio Stocks 





(Continued from page 759) 
19,642 sets, and auto sets to 
110,375; while forty-one televis- 
ion sets were reported.) 

These production levels indi- 
cate that the 1946 dollar volume 
of sales will surpass 1941, the in- 
dustry’s biggest peacetime year, 
and physical output may equal 
that year’s prewar record of 13 
million sets. Of particular signif- 
icance, too, are predictions in the 
industry to the effect that, given 
a respite from labor troubles and 
material shortages, output could 
rise to a level as high as two mil- 
lion sets a month in the later 
months of this year, which rate 
would soon reduce the back-log of 
postwar demand. 

In appraising the industry’s 
future, however, there are several 
factors which might bear close 
examination. For one thing pro- 
duction has been far from satis- 
factory as to types of sets. Natur- 
ally, the best profits margins exist 
on the larger models, although 
most of the sets manufactured 
have been the cheaper table mod- 
els on which price approvals have 
been easier to obtain from the 
OPA. The result has been a con- 
dition of unbalance which is best 
illustrated by citing that 770,633 
table models were produced in 
July, 1946 as against only 71,- 
500 consoles and radio-combina- 
tion models. Moreover, with the 
first flush of demand out of the 
way potential radio buyers are 
becoming more discriminating 
and are shying away from little 
known __ brands. Furthermore, 
sharp competition is foreshadow- 
ed by the fact that, up until the 
middle of 1946, 160 firms had 
received price approval from the 
OPA for production of one or 
more models. These facts are en- 
lightening when it is considered 
that prior to the war there were 
less than 60 companies in the 
business with five of the largest—- 
Phileo Corp., Radio Corp. of 
America, Zenith Radio Corp., 
General Electric Company and 
Emerson Radio & Phonograph 
accounting for more than 50 per- 
cent of total sales. 
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To summarize, there doubtless 
does exist a better market for the 
products of the radio industry to- 
day than there did in 1941 but at 
the same time manufacturing cap- 
acity has greatly increased and 
volume applications of such new 
features as radar and microwave, 
and even television, are still quite 
remote. Despite the fact that the 
latter is out of the experimental 
stage, its full development will be 
delayed several years because tele- 
vision requires a lot of mechanical 
equipment and the tooling of tele- 
vision sets has been particularly 
difficult because of the overall 
tooling capacity and the exceed- 
ingly high investment. Thus, 
while the fundamental longer 
term factors are favorable the 
immediate outlook is beclouded 
by delays in formulating: satis- 
factory price relationships under 
the extended OPA controls and 
by shortages of materials, par- 
ticularly lumber for cabinets, as 
well as by looming competition 
which may quite possibly result 
in a high mortality rate in the 
industry. Under these conditions 
it appears wisest to limit invest- 
ment attention to the financially 
strongest and best entrenched 
units in the trade, except, pos- 
sibly, in isolated instances where 
particular factors lend merit to 
a given situation that may readily 
be established. 





New Horizons for 
Drug Companies 








(Continued from page 754) 


erable increase in profits over the 
preceding year. Abbott Labora- 
tories earnings for first six 
months of 1946 equalled $3.05 
per common share, almost double 
earnings for entire 1945 year. 
Growth of this company has been 
amazing, sales increasing from 
$3.6 million in 1932 to almost 
$38 million in 1945, while total 
assets increased to $36.9 million 
in 1945 from $4 million in 1929, 
with net working capital increas- 
ing from $2 million in 1929 to 
$19.6 million at close of 1945. 
American Home Products _re- 
ported common share earnings 


$3.91 per share against $2.43 a 
share in corresponding period of 
1945. Sales increased from 
$13.6 million in 1929 to $108.8 
million in 1945, total assets from 
$21.1 million to $63.3 million and 
net working capital from $5.9 
million to $33.1 million at close 
of 1945. 

Parke-Davis reported earnings 
for first six months of 1946 of 
$1.20 a share, almost equal to en- 
tire 1945 earnings of $1.59 a 
share. Bristol-Myers earnings 
for first six months of 1946 
equalled $2.88 per common share 
as compared with $1.71 a share 
for entire 1945 year and sales in- 
creased from $7.4 million in 1929 
to $37.1 million in 1945. Total 
assets increased from $7.7 mil- 
lion in 1936 to $29 million in 
1945 and net working capital 
from $4.23 million to $14.85 mil- 
lion in the same period. 

Sterling Drug reported net of 
$1. 94 a common share for first 
six months of 1946 as compared 
with $2.60 a share for entire 
1945 year. Sales increased from 
$24.0 million in 1929 to $104.6 
million in 1925. Total assets in- 
creased from $42.2 million in 
1936 to $85.1 million in 1945 and 
net working capital increased 
from $22.9 million to $33.8 mil- 
lion in the same period. United- 
Rexall Drug reported earnings 
of 52 cents a share for the first 
six months of 1946 as compared 
with 41 cents a share in like per- 
iod of 1945. Sales increased from 
$41.4 million in 1929 to $158.2 
million in 1945. Vick Chemical 
reported earnings of $2.35 a 
share for nine months ended 
March 31, 1946 and sales climbed 
from $5 million in 1930 to over 
$35 million in fiscal year ended 
March 31, 1945 while total as- 
sets increased from $9.6 million 
in 1936 to $20.7 million on 
March 31, 1945. 





Securities Disturbing 
Investors 





(Continued from page 756) 


operations, relatively low cost 
production for sale of various 
metals to world wide markets has 
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for years given the company 
an advantage over its competi- 
tors. True, strikes both at home 
and abroad have interrupted op- 
erations this year, resulting in 
rising wage costs, but currently 
these have become matters of 
the past. As a partial compensa- 
tion for rising costs, OPA has 
lifted the price of copper by 
2%. cents per pound here in the 
United States, a move practic- 
ally duplicated in the British 
market. Congressional action in 
boosting the price of silver to 
91 cents per ounce also will tend 
to widen profit margins for this 
producer of 9.6 million ounces 
in 1945. Due to the current 
insistent demand for critical met- 
als such as copper, lead, zinc 
and silver which Anaconda is in 
a position to meet, well sustained, 
volume is likely to result in 1946 
earnings closely comparable to 
1945, when $2.35 per share was 
reported. The strong financial 
position of the company makes 
continuance of the $2.50 divi- 
dends paid annually since 1941 a 
likelihood. While earnings are 
variable in years of depression, 
no dividend omissions have oc- 
curred since 1936. Unless Gov- 
ernment allocation of copper 
should prove a serious handicap 
to Anaconda’s faricating subsid- 
iary, American Brass Co., the 
largest in the country, and thus 
affect earnings of the parent ad- 
versely, the medium term outlook 
for fairly satisfactory operating 
results discloses little ground for 
gloom. 


CONCLUSIONS: Provided no 
alteration in the dividend rate 
occurs, decline in Anaconda share 
price to around 35 boosts the 
yield to about 7%. Should pes- 
simists have their way and the 
dividend be cut to as low as $1.50 
per share during the medium 
term, a yield of 4.3% would still 
be obtainable, hence indicating 
that at 35 the price has largely 
discounted any such eventuality. 
All said, the stock at the level 
mentioned has speculative appeal 
on the up side, if only on a basis 
of interim recovery, bearing in 
mind that even at the spring 
peak price of 51% the yield was 
4.8%, attesting to the normal un- 
certainties attendant upon any 
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This may be a surprising 
statement from a conservative 
company, that has long been recog- 
nized as “the Greatest Name in Rub- 
ber’’. But let’s look at the facts. 


When Goodyear was organized, in nT 


1898, a good bicycle tire was a major 
problem. Yet, for 31 years, it has been 
possible to say that “more people ride on 
Goodyear tires than on any other kind.” 

Today, Goodyear is still pioneering . . . 
fashioning mammoth pneumatics for the 
heaviest of earth-moving equipment. .. creat- 
ing new products for new purposes, from 
natural rubber and improved synthetics... 
opening up new markets where markets had 
never before existed: — 


Markets in Industry; made possible by Good- 
year’s improved industrial rubber goods, with 
new products and new applications. 


Markets in the Sky; few planes now fly that 
do not include one or more Goodyear 
products. 


Markets in the Home; as Pliofilm provides 
waterproof, weatherproof packaging for the 
perishable foods, drugs or tobacco products, 
as well as for dozens of other uses. 


Markets in Transportation; not only with tires, 
but with Airfoam for seat cushions and mat- 
tresses ...in cars, ships, trains and planes. 


Markets in Construction; as Pliobond bonds 
wood or glass to steel or other materials, or 
joins one plastic to anotaer. 


* * * 


Markets Unlimited, indeed—for the virtually un- 
limited number of products that are rapidly develop- 
ing from Goodyear research in natural rubber and 
synthetics, as well as the multitude of Goodyear 
plastics whose futures no man can predict. 


GOOD, 


THE GREATEST NAME IN 


Airfoam, Pliofilm, Pliobond—T.M.'s The Goodyear T. & R. Co. 
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Airfoam, Flooring, Pliofilm, 
and other Goodyear pro- 
ducts for the home, mean 
better living for millions 
in cities and on farms. 














With constant technical 
improvements, Goodyear 
industrial rubber products 
are now used by virtually 
every Classification of in- 
dustry... cutting costs and 
promoting efficiency. 

















Tetteenatonal 


General Offices 
20 North Wacker Drive, Chicago 


* 
A Dividend was declared by the 
Board of Directors on September 5, 
1946, as follows: 


4% Cumulative Preferred Stock 
18th Consecutive 
Regular Quarterly Dividend 
of One Dollar ($1.00) per share. 


Payable September 30, 1946, to 
stockholders of record at the close of 
business September 20, 1946. Checks 
will be mailed. 

Robert P. Resch 
Vice President and Treasurer 


* 
Mining and Manufacturing 
Phosphate ¢« Potash e Fertilizer @ Chemicals 














and ail mining enterprises. 
Should the recent evidence of 
general stuck market weakness 
expand into a genuine heyday 
for the bears, Anaconda shares 
along with others probably would 
be obtainable at still lower prices 
than those now current. But for 
technical reasons alone, a sub- 
stantial recovery from the pres- 
ent level should precede a general 
decline to lower depth. Our ad- 
vice would be not to sell for eco- 
nomic causes, at any rate, and to 
await clearer evidence of market 
trends before closing out for 
technical reasons. 


General Motors Corporation 


So many adverse factors af- 
fecting this giant company have 
been widely publicized that small 
wonder its shares have been sub- 
jected to considerable price pres- 
sure during the interim months 
since they hit their peak of 803¢ 
in May. But what is disturbing 
many investors is to witness the 
downward trend extent to around 
54 in recent weeks, for the per- 
centage drop came to around 
32 % , rather more severe than that 
registered for many other strong 
industrials. Despite the enor- 
mous deferred demand awaiting 
this automotive manufacturer, 


worry persists in some quarters 
lest the promised boom of 1947 
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may not bring corresponding 
prosperity to GM. 

Confirmatory evidence of 
tough sledding has of course been 
furnished by the company’s finan- 
cial reports for the first half year 
and its action in reducing the 
quarterly dividend to 50 cents 
per share, against the 1945 rate 
of 75 cents. Considerable confi- 
dence on the part of the manage- 
ment was expressed in even this 
degree of liberality, in the face 
of a reported net deficit of earn- 
ings during the first six months 
of almost $20 million. And to 
hold losses to this level availment 
of bookkeeping credits totalling 
$79 million for carry backs, 
profits from investments, and 
tapping of reserve accounts was 
necessary. Hence to distribute a 
quarterly dividend of $22 million 
to the common shareholders in- 
volved a good deal of courage. 

Now that the auto strike wave 
has subsided, for the time being 
at least, and all but a few sup- 
pliers of parts seem likely to step 
up shipments, the outlook has 
become more encouraging, al- 
though at best insufficient time is 
left in 1946 to hope for anything 
but very mediocre results for the 
year as a whole. And company 
officials now see another year’s 
delay before full production can 
be achieved, and at that the as- 
sumption is granted that a new 
round of labor troubles will no 
be started. 

Looking ahead, the disturbing 
element in the picture is just how 
speedily can General Motors re- 
turn to at least a break-even 
basis. After the turn of the year 
it must be remembered that tax 
credits and carry back benefits 
can no longer be called upon to 
bolster book earnings. Hence in 
1947 reliance must center much 
more importantly upon operating 
income. Working capital which 
in June, 1945 totalled $951 mil- 
lion had shrunk to $522 million 
in the current summer, or close to 
the level of 1941. While GM 
has since borrowed $125 million 
on long term paper at 214%, this 
and more too may be required to 
finance its expansion program. 


CONCLUSIONS: At a price 
level above 50, the yield on Gen- 


eral Motors common currently 
starts to fall below 4%, a not un- 
attractive figure provided it does 
not recede during the medium 
term. Taking a longer view, the 
traditional ability of GM to sur- 
mount all transit difficulties, its 
modernized and expanded facili- 
ties, and its broad prospects for 
large volume warrant confidence 
for the long term investor. Un- 
certainties in the labor field dur- 
ing the next chapter of transi- 
tion, however, make it possible 
that more favorable speculative 
opportunities may yet present 
themselves before good news ar- 
rives to start a substantial price 
uptrend. 





Opportunities for Income 
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21% shares of common stock up 
to the close of business October 
14, 1946. 


PITTSTON CO., INC. Offering 
made of $7,250,000 collateral 
trust sinking fund 4 per cent 
bonds due 1961, and 1,242,300 
cumulative 51 per cent income 
debentures due 1964, both priced 
at par value and accrued interest 
to date of delivery. Net proceeds, 
together with other funds will be 
used by the company to pay notes 
of $6,000,000 due 1946 to 1950 
and $2,000,000 collateral promis- 
sory notes payable 1947 to 1950. 


COMMONWEALTH OF MASSA- 
CHUSETTS—The Commonwealth 
has indicated bids received on 
July 26 for the purchase of $16,- 
050,000 bonds dated June 15, 
1946. Issue comprises $2,800,000 
Commonwealth Airport Boston 
Improvement bonds due $700,000 
annually from 1947 through 
1950, and $13,250,000 Logan 
Airport Improvement bonds, due 
$2,650,000 annually through 
1955. Giving effect to the new 
issue, direct debt of the Common- 
wealth will total only $20,000,- 
000, or slightly over $4 per cap- 
ita, an extraordinarily light debt 
structure for so wealthy a state. 
There are outstanding some $60,- 
000,000 of contingent debt, in- 
curred for benefit of various 
municipalities, for construction 
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and other improvements, but debt 
service thereon is assessed against 
local districts and does not repre- 
sent a burden on the Common- 
wealth. 


JOSEPH E. SEAGRAM & SONS, 
INC. $50,000,000 in new deben- 
ture 214s due June 1, 1966 were 
offered July 18 to replace 314% 
debentures sold last year. Sink- 
ing fund of $2,000,000 annually 
is provided, to commence in 1948. 


AUSTIN, NICHOLS & CO. Ata 
meeting on July 17, directors of 
the company declared exchange 
of Prior “A” stock, deposited 
under the plan of recapitalization, 
effective at commencement of 
business on July 23, 1946. Under 
the plan, each share of Prior “A” 
stock will receive 4 shares of cum- 
ulative convertible prior prefer- 
ence stock, 214 shares of common 
stock and $3.75 a share in cash. 





Answers to 
Insurance Inquiries 





(Continued from page 766) 


Your son then prior to age 60 
would have his insurance estale 
fully paid up. On the other hand 
if he does not wish to spend this 
amount of premium he can con- 
vert to the Ordinary Life Plan 
for which the monthly premium 
would be $15.20. 


As I indicated in a special ar- 
ticle some months ago on Na- 
tional Service Life Insurance, | 
strongly urge you to have your 
son continue his protection on 
some form of permanent insur- 
ance. Any information concerning 
his policy, such as changes re- 
quested and other matters should 
be addressed to the United States 
Veterans Administration, Wash- 


ington 25, D. C. 


Regarding Special Accident 
Policies 
Sir: 

In the issue of August 3, 1946 you de- 
scribe a special accident policy, which in- 
terests me a great deal. I would appreci- 
ate it, if you can give me the name of the 
Company whose policy you refer to. 

At present I am insured with “The 
Commercial Travelers” and also have the 
“Blue Cross Hospitalization” plan for 
my family. I am in business for myself, 


SEPTEMBER 28, 1946 


operating a meat market, and conse- 
quently do not come under the “Social 
Security Plan.” Why the Government 
didn’t include small business I never 
could understand, for to me payments 
could be made yearly from our Income 
Tax, net income, so as to give us the same 
protection and security as labor. 

Any information you may be able to 
give me, would be greatly appreciated. 


cris a 


I am enclosing a circular of the 
Continental Casualty Company 
which is descriptive of several 
plans that are available. This 
contract provides in one policy 
a comprehensive sickness and ac- 
cident expense policy in varying 
amounts as indicated. 

For instance if you wished the 
plan paying benefits up to $600 
you would be entitled to $6.00 
daily for hospital room and 
board, $3.00 daily for doctor’s 
bills up to $150 for operations 
and surgical fees and $35.00 for 
miscellaneous operating fees, lab- 
oratory, drugs, etc. 

The cost for male lives between 
15 and 54 would be $26.35 an- 
nually, $13.70 semi-annually or 
$7.10 quarterly, smaller or larger 
amounts in proportion as indi- 
cated. This contract is also avail- 
able for women between ages 15 
and 54 and children up to age 14. 





For Profit and Income 
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production. Not a dime of Near- 
Kast earnings has yet been put in 
the income account. What it 
boils down to is that if big 
trouble comes in Europe, the 
stock is reasonably priced as a 
domestic oil; and, if matters do 
not get too bad abroad, foreign 
profits can add greatly to its 
value as an international oil. A 
double market bet of that kind, 
in a quality stock, is not common 
and offers unusual promise when 
the market turns upward. 


Buying Power 


At the end of August, custom- 
ers of N. Y. Stock Exchange 
firms owed about $624 million of 
margin debt on stocks carried. It 
was a drop in the bucket in ratio 
to total market values. Stocks, 
in short, had one of the fastest 
nosedives on record despite the 















“Call for 
PHILIP MORRIS” 


New York, N. Y. 
September 18, 1946 


Philip ea & Co. Led., Inc. 


A regular quarterly dividend of $1.00 
per share on the Cumulative Preferred 
Stock, 4% Series, and the regular 
quarterly dividend of 90¢ per share on 
the Cumulative Preferred Stock, 3.60% 
Series have been declared payable No- 
vember 1, 1946 to holders of Preferred 
Stock of the respective series of record 
at the close of business on October 15, 
1946. 

There also has been declared a quar- 
terly dividend of 37%2¢ per share on 
the Common Stock, ($5 Par), payable 
October 15, 1946 to holders of Common 
Stock of record at the close of business 
on September 30, 1946. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are therefore urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 

L. G. HANSON, Treasurer. 
WML lll 
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market’s preponderant cash basis. 
Customers’ free credit balances, 
representing buying on deposit 
with brokers, totalled $647 mil- 
lion at the end of August. Rare- 
ly has the figure been much big- 
ger. There is plenty of invest- 
ment and speculative money, but 
the confident will to put it to 
work is not remotely what it was 











Investors— 

SAVE TIME AND MONEY 
by using 

THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod 
ern way. THE HANDY RECORD 
BOOK saves you time and money by 
showing at a glance your holdings and 
their cost, transfer taxes paid, net long- 
and short-term gains and losses . . . in- 
valuable for income tax purposes. 


Send $1 for your copy today 
HANDY RECORD BOOK CO. 


656 Broadway,- New York 12, N. Y. 
(Or at Leading Stationers) 














UNITED FRUIT COMPANY 
DIVIDEND NO. 189 


A dividend of fifty cents per share on the 
capital stock of this Company has been de- 
clared payable October 15, 1946 to stock- 
holders of record September 19, 1946. 


LIONEL W. UDELL, Treasurer 












ELECTRIC BOAT COMPANY 





33 PINE STREEFr NEW YORK, N. Y. 


The Board of Directors has this day 
declared the initial quarterly divi- 
dend of fifty cents per share on the 
Cumulative No Par Convertible 
Preferred Stock of the Company, 
payable October 10, 1946, to stock- 
holders of record at the close of 
business October 1, 1946. 

Checks will be mailed by Bankers 
Trust Co., 16 Wall St.. New York 
15, N. Y., Transfer Agent. 





H. G. SMITH, Treasurer. 
September 19, 1946. 





BC (before the crash). By the 
way, free credit balances with 
brokers are no good as a market 
forecasting tool. They are high- 
est at or near the tops, lowest at 
or near the bottoms. But their 
highest and lowest levels can not 
be recognized as such except in 
retrospect. One thing can be 
said. It would be unprecedented 
for a bear movement to bottom 
for keeps with free credit bal- 
ances as high as they now are. 


Here and There 


Having been made much more 
popular by the 3-for-1 split, 
Monsanto Chemical shows much 
better rallying power than its 
group Farm prices have 
passed their peak, many food 
packs are in record supply and 
some food concerns are worried 
about at least moderate inventory 
losses threatening on the horizon 
. . . The best-informed people we 
know in the building game say 
you can be sure that prices of 
new houses will come down quite a 
bit over the next 12 months. . 
Prices of old houses have already 
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Universal Pictures | | 


Company, Inc. 


& 


DIVIDEND 


The Board of Directors has declared 
a quarterly dividend of 50c per share 
on the outstanding common stock ef 
the Company, payable October 81, 
1946 to stockholders of record at the 
close of business on October 15, 1946, 


* —* | 














begun the needed readjustment 
Chesapeake & Ohio is still virtu- 
ally certain to pass along $3.50 
a share to stockholders this year, 
against $3 last year, making the 
yield at current price over 6.7 % 
Retail trade so far is actually 
widening its year-to-year gains, 
yet the market action of trade 
stocks says don’t count too much 
on it lasting . . . The time will 
come, we don’t know how soon, 
when this column will be bulging 
with notions about stocks that 
look not only cheap but too cheap 
to pass up. 





Investment Appraisals of 
Newcomers on the 
Stock Exchange 
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$44 million, receding under the 
impact of military lessening de- 
mand to about $19 million in 
1945. An operating loss last 
year $1.35 million was trans- 
ferred into a nominal profit by 
tax adjustments of $1.9 million. 
Strikes and shortages created a 
deficit for the common of some 
46 cents per share in the March 
1946 first quarter, but with a re- 
ported order backlog of $28 mil- 
lion on July 1, the outlook for 
improved earnings is_ brighter. 
Since 1941 to the end of 1945 
annual dividends ranged from $1 
to $2 per share on the equity, the 
smaller rate effective in the past 
two years. No dividends on the 
common have been declared thus 
far in 1946, but are likely to be 
resumed with a return to more 
normal operating conditions. 
During the current year price of 
the shares has ranged from 33 to 
around 20. Recent level was 
slightly above the low. 


HOWARD STORES CORPORA- 
TION is among the 31 newcomers 
to the Big Board during the first 
half of 1946. This manufactur- 
er and distributor of men’s and 
boy’s ready to wear clothing op- 
erates 38 retail outlets, 21 of 
which are in New York City and 
the balance in larger cities in the 
North East section of the coun- 
try. Production is largely cen- 
tered in Brooklyn, where in 1944 
company bought a 12 story steel 
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building from Sperry Gyroscope 
Co., Inc. to supplement former 
established facilities. In Phila- 
delphia, also, large scale opera- 
tions are conducted. Since or- 
ganization in the depression year 
of 1932, the business has grown 
consistently, volume in 1945 
reaching a peak of about $21 
million, or more than double that 
of 1938. Sales for the first five 
months of 1946 amounted to $8,- 
827,000, somewhat above the cor- 
responding period of 1945, with 
good prospects of further expan- 
sion due to price increases and 
more favorable supplies of raw 
materials. Net earnings have 
been strikingly stable for the past 
six years, the showing of $1,026,- 
000 in 1945 representing close to 
the average for the longer term 
and exceeded only in 1941. Re- 
lief from $712,000 excess profits 
taxes which sliced into 1945 net 
should benefit 1946 earnings. As 
of December 31, 1945 the balance 
sheet showed net liquid assets of 
$8.6 million with total liabilities 
of $1,378,000. Outstanding capi- 
talization consists of approxi- 
mately $3.1 million $100 par 
preferred carrying a 414% 
dividend, and 367,025 shares of 
$1 par common. Except during 
1937 and 1938 dividends on the 
common have been paid _ since 
1936. In 1945, 88°34 cents per 
share was distributed, the rate 
rising to 25 cents quarterly in 
1946. In view of prospects for 
long sustained consumer demand, 
this established business appears 
fairly sound. 1946 price range 
for the shares has been high—47, 
low—33, with recent quotations 
around 34. 





NATIONAL CITY LINES, INC. for 


more than a decade past has been 
a holding concern for bus and 
street car transportation lines. At 
latest reports about 29 different 
concerns of this sort were sub- 
stantially controlled by the par- 
ent and others were affiliated 
through ownership of partial in- 
terests. Subsidiaries are located 
in more than a dozen states, most- 
ly in the Mid West, South and on 
the Pacific Coast, in the main op- 
erating bus lines, street cars and 
ferries in cities with population 
ranging from 40,000 up to 260,- 
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000. Additional holdings of se- 
curities in such important trans- 
portation utilities as St. Louis 
Public Service Co., Baltimore 
Transit Co., Los Angeles Tran- 
sit Lines and Chicago, North 
Shore and Milwaukee Railroad 
Co. add to company revenues. So 
complex is the underlying set-up 
that net earnings of the parent 
furnish the main yardstick for 
of undistributed earnings of cer- 
tain subsidiaries and_ affiliates, 
net income of National City 
Lines in 1945 was about $1.1 
million. In July, 1946 authorized 
number of common shares was 
raised to 2 million, following a 2 
for 1 split-up, and outstanding 
are 1,415,370. $4.75 million of 
4% preference stock also is to be 
issued, presumably to permit ac- 
quisition of additional properties. 
As nearly $3 million in excess 
profits taxes were paid by the 
consolidated picture in 1945, net 
earnings per share may show im- 
provement in the current year. 


UNITED WALLPAPER, INC.: As 
the largest producer of wall 
paper in the United States, ac- 
counting for more than a quarter 
of the total output, company has 
a strongly established trade posi- 
tion. Distribution is effected 
through some 40,000 jobbers, 
wholesalers and retail outlets, and 
among important contracts are 
those to serve both Sears Roebuck 
& Co. and Montgomery, Ward & 
Co. Through research to meet 
increasing competition of in- 
creasing intensity, United has 
aggressively expanded its promo- 
tional activities for newly devel- 
oped products, including stain- 
proof wallpaper and items treat- 
ed with DDT. Large scale home 
building in near term = years 
should hold sales at a high level. 
In expectation of expanding de- 
mand, the company has recently 
issued 40,000 shares of 4% pref- 
erence stock and borrowed 
through an insurance company 
$2 million on 3% notes. Out- 
standing common consists of ap- 
proximately 184 million shares 
of $2 par value. For 12 months 


ended March 31, 1946, net per 
share of common came to $1.14 
against $1.13 in the relative 1945 
period. , 
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Mixed Trends In 
Commodity Price Outlook 





(Continued from page 743) 


of available goods is still far be- 
low the demand. Automobiles or- 
dered last October have not been 
delivered. Recent strikes have 
only aggravated the distribution 
tie-up. The shortage of freight 
cars this winter will be greater 
than at any time during the war 
period. 

We still have the available 
funds. Cash receipts from farm 
marketings in 1946 are now es- 
timated at 10 per cent over those 
for 1945, which was the previous 
all time record. Factory employ- 
ment and payrolls are moving 
steadily into new high ground. 
Savings accounts are the largest 
on record and are moving higher 
each month. The recent stock 
market decline was the first set- 
back to income. It has been es- 
timated that around 17 billions 
of dollars were lost in that de- 
cline. Unless a good part of it 
is regained very shortly, it will be 
an important factor in turning 
the market. The sales of many 
lines of luxury items will be af- 
fected immediately. 

The outstanding feature of 
price movements during and af- 
ter World War I was the high 
ratio of prices received by far- 
mers to prices paid; or as pointed 
out before, a higher level of farm 
prices to all other commodities. 
In 1917 and 1918 the parity 
ratio was 118, in 1919 it was 109 
and in 1920, 104. It was below 
100 for the next 21 years. The 
higher they go, the sharper they 
fall is a true adage for stock and 
commodity prices. To show just 
how drastic the decline in farm 
prices was after World War I, 
we give the following examples: 


Cotton, New York—April, 1920, 
42.30c; March, 1921, 11.74¢ 
Wool, Boston—March, 1920, 
$1.00; June, 1921, $.35 
Hides, Chicago—February, 1920 
40.25c; April, 1921, 10.13c 
Wheat, Chicago—May, 1920, 
$2.98; April, 1921, $1.29 
Corn, Chicago—May, 1920, 
$1.98; April, 1921, $.55 
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Oats, Chicago—June, 1920, 
$1.11; April, 1921, $.38 
Beef, Chicago—Sept., 1920, 

26.00c; July, 1921, 14.90c 

The current pattern is similar 
to that of World War I. From 
1942 to date the parity ratio has 
been above 100. In July of this 
vear it was 117. Thus it appears 
likely that the initial decline in 
commodity prices will be in farm 
products. Let us see what fac- 
tors are responsible for the high 
parity ratio. 

Record crops in this country 
have not been able to keep prices 
down because we are exporting 
the largest quantities in our his- 
tory. Lend-Lease, relief ship- 
ments, export-import bank cred- 
its, foreign loans, and subsidies 
have all played a part. Here are 
a few representative changes in 
the past twelve months, compared 
with the nine-year average 1930- 
1939 :— 


~ 














Per cent 

Increase 
All farm commodities 25 
Tobacco 15 
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Wheat and flour 134 
Other grains 24 
Lard 11 


It must be remembered that 
the United States is normally an 
importer of many agricultural 
commodities. Here are some 
changes in imports compared 
with the pre-war period :— 


Per cent 

Decrease 
All farm commodities 7 
Sugar - 
Hides and skins 21 
Dairy products 40 
Vegetable oils 72 
Grains and feeds 68 


The first real change will come 
early in 1947, for UNRRA goes 
out of existence on January 1, 
1947. There will be a sharp and 
steady decrease in exports from 
that date on. The second change 
will come in the second quarter 
of 1947 when imports start to 
pick up. It must be remembered 
that agriculture is the first to re- 
cover after a war. Many for- 
eign countries, which were short 
of supplies in 1946, will be mak- 
ing shipments to us in 1947. 


Parity a Factor 


One point of difference between 
World War II and I is that we 
now have a law on our books 
which requires the Department 
of Agriculture to support the 
price of many farm products at 
90% of parity. Parity has been 
advancing steadily each month 
since 1941. The advances in re- 
cent months have been especially 
sharp. 

The loan levels are set at the 
beginning of the crop year and 
are not changed until the follow- 
ing season. With the exception of 
corn, all loans have been set for 
the current season. Although 
these loan provisions will retard 
the decline in prices, they can- 
not prevent a sharp reaction from 
getting under way. The effect is 
cumulative—the decline in parity 
means a lower loan level and a 
lower loan level helps to bring 
about a further decline in parity 


Forecast 


It is extremely difficult to make 
any forecast in an economy 
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where the laws of supply and de- 
mand have been relegated to the 
background. Based mainly on 
what has happened before and 
what we can see developing in 
the near future, we make the fol- 
lowing guesses: 


1. The peak in commodity 
prices will be reached in the first 
quarter of 1947. 


2. The high of the Bureau of 
Labor Statistics Index will be 
between 150 and 155 at that time. 


3. The low point of the fol- 
lowing reaction will not be reach- 
ed until the third quarter of 
1948. 

4. The low of the Bureau of 
Labor Statistics Index will be 
between 100 and 105 at that 
time. 





Profit Margin in 
Cost-Price Squeeze 





(Continued from page 741) 


result that operating profit de- 
clined from 17.6% to 13.4% 
of sales in the two years. 

During the last war raw mat- 
erials prices commenced overtak- 
ing finished goods prices in Oc- 
tober, 1916 and continued to do 
so until July, 1920. Soaring 
output up to May, 1917 and a 
consequent fall in unit costs of 
production saved profits from be- 
ing injured by the cost-price pin- 
cers following October, 1916. 
Thereafter, however, capacity 
operations of itself brought a rise 
in unit costs; so that the faster 
increase in raw materials prices 
added to higher costs. During 
1919 - 1920, production never 
could attain its wartime heights 
and, consequently, did not rise 
sufficiently to compensate for the 
rapid advance in costs. That in- 
flation was harmful to earnings is 
to be seen in the sharp fall in 
profits after 1916. According to 
the compilations of the Cowles 
Commission, industrial earnings 
in 1916 were $16.93 on the aver- 
age; $13.92 in 1917; $8.99 in 
1918; $8.20 in 1919; and $7.97 
in 1920. 


A long period of a more rapid 
increase in raw materials over 


THE MAGAZINE OF WALL STREET 


finished products prices also has 
characterized the commodity 
price picture of recent years, 
Raw materials prices began to 
exceed finished goods in March, 
1942, and persisted in that course 
up to the present moment. Only 
the tremendous advance in indus- 
trial production during the war, 
entailing falling unit costs of 
production, and the fact that sel- 
ling expenses dropped sharpty 
owing to the existence of but one 
customer the United States Gov- 
ernment, made profit margins 
impervious to some extent to the 
cost-price squeeze. At this stage 
of the game, however, physical 
output, though rising, still re- 
mains much below _ wartime 
heights. Unit costs in many in- 
dustries are being lifted by the 
falling off in labor productivity, 
and by absenteeism, strikes, and 
manpower shortages. The pros- 
pects are that increasing produc- 
tion in the next few months may 
overcome the adverse effects of 
these difficulties; therefore 1946 
third quarter earnings may not 
reveal the underlying deteriorat- 
ing cost-price relationship. But 
whether fourth quarter and sub- 
sequent earnings can withstand 
the force of rising costs of raw 
materials is something which in- 
vestors may very well take into 
serious consideration in apprais- 
ing future corporate earnings 
power. 

At least it can be asserted that 
three major declines in industrial 
production following World War 
I have been preceded first by wid- 
ening gaps between raw mater- 
ials and finished products prices 
and then by a narrowing of the 
gap just before the downturn in 
production. This was the case 
in 1920, 1929, and 1937. And 
just as important a collapse of 
commodity prices also came after 
the first downswing in raw mater- 
ials from their top prices. That 
the current raw materials-finish- 
ed goods relationship may be in 
its last stage of completion is 
suggested by comparative action 
of the two data. The sharpest 
rise in both curves since the end 
of the war has taken place after 
the shakeup of O.P.A. in June. 
From September, 1945 to June, 
1946 raw materials prices in- 
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reased 10% against 5.5% in 
fnished products; while from 
une to August the first rose 
15.3% and the second 14%. 
Both the sharpness of the rise in 
recent months and the increased 
pace in the finished products ad- 
vance indicate an approaching 
exhaustion to the rise in the en- 
tire commodity price structure 
and a possible narrowing of the 
gap between the two curves in the 
chart. Not only are profit mar- 
gins threatened, but a coming de- 
lation of commodity prices and a 
limitation to a rise in production 
also bid fair to materialize. The 
only conclusion to be inferred 
from these considerations is that 
present inflationary influences 
are bearish for common stocks. 









To What Extent Will 
Deferred Consumer Buying 
Hold Up? 





(Continued from page 739) 


in turn have generated withhold- 
ing of purchases. This pattern 
is being repeated in one industry 
after another. 

Current huge backlogs of or- 
ders are an illusion, in the 
opinion of qualified business men 
and economists. In July Alfred 
Schindler, Under-Secretary of 
Commerce, warned that dupli- 
cations of orders for automobiles, 
home appliances, and other mer- 
chandise were as high as one- 
third of total orders placed. He 
thought that a business survey 
would disclose that the supposed 
pent-up demand for goods may 
ibe non-existent. A. W. Zelomek, 
president of the Internation Sta- 
tistical Bureau, and well known 
for his analyses of economic 
trends, stated in May that when 
merchandise becomes available, a 
large proportion of duplicated 
orders will vanish. And Don E. 
‘Bathrick, general sales manager 
of the Pontiac Division, General 
| Motors Corporation, in July 
rcalled the belief in a huge auto- 
mobile market a mirage and de- 
rlared that, in his. opinion, deal- 
“ers would not deliver more than 
150% of the orders on their books 
due either to duplications or to 
‘diversion of customers’ money to 
ther needs. Cancellations of 
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pyramided orders played a prom- 
inent role in giving rise to the 
1920, 1929 and 1937 depres- 
sions; so that the present exist- 
ence of duplicated orders is an 
overhanging threat to the na- 
tion’s economy. 

Much has been made of the so- 
called “buyers’ strike,” but any 
such resistance has been spotty 
and unorganized. However, re- 
tailers agree that, despite con- 
tinuing record sales at large 
gains over last year, a consumer 
rebellion is likely to get under- 
way if prices march to higher 
levels. A buying strike, as in 
1920, may therefore climax the 
current boom. Retailers further- 
more agreed that customers were 
showing greater selectivity in 
their purchases, and that esti- 
mates of pent-up demand on 
many items were on the side of 
exaggeration. Consensus of be- 
lief is that the real test of con- 
sumer demand will come next 
spring rather than this year. 
That, of course, depends on how 
soon prices will advance to the 
point where sheer inability or un- 
willingness to pay inflated prices 
will freeze consumer wants. 

There is little qeestion that a 
resistance trend and an alteration 
of buying habits is now in prog- 
ress. Customers who cannot find 
what they want at the price they 
expect to pay are increasingly 
disposed to limit their buying to 
essential needs. Women who 
formerly bought an assortment 
of dresses in various styles and 
colors are now shopping more 
thriftily and sparingly. Simi- 
larly, men who used to take a 
handful of cigars at 5 cents each 
are taking fewer at 10 cents or 
more. Stores with a single stock 
in trade are particularly feeling 
this let-down in buying habits. 
Although liquor shops, for ex- 
ample, are experiencing difficulty 
in obtaining adequate supplies 
of goods, they are encountering 
even more trouble in trying to 
sell the bottled potables on their 
shelves. 

These phenomena seem to be 
repeating those of 1920. In Jan- 
uary of that year buyers were 
reported to be still “clamoring” 
for goods; yet it was already ob- 
servable that regular customers 


were beginning to balk at rising 
prices for merchandise. In March 
production was said to be far 
short of demand and the general 
price level was climbing rapidly. 
By June it had become evident 
that people were economizing, re- 
tailers had lightened their stocks, 
and that dulness of business had 
initiated a series of lay-offs of 
workers in consequence of poor 
markets. Thus in the space of 
six months the country had 
swung from shortages to sur- 
pluses. Prices had made a top in 
May, held up around the high 
*till August, and then went into 
a tailspin. 

At present we appear to stand 
in a position comparable to that 
of January, 1920 characterized 
by a mixture of great demand in 
many lines and of consumer re- 
sistance in many others. Whether 
as a result of the latter tendency 
a coming collapse of prices may 
occur is something which Govern- 
ment economists fear or predict. 
So far it is in soft goods that sur- 
pluses and consumer apathy have 
arisen. However, if sales curtail- 
ment grows in the soft goods 
fields, employ ment and purchas- 
ing power are bound to suffer 
appreciably and hold down some 
of the demand in durable goods 
like automobiles, household ap- 
pliances, and housing. Diminu- 
tion of demand in the latter dur- 
able goods class, which were to 
lead the nation into a supposedly 
unprecedented boom, would na- 
turally be serious and generate a 
severe business depression. 





Stock Groups Moving In 
Divergent Directions 
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will continue to be at least until 
June 30 next, the non-ferrous 
metal industry. 

It is not the province of this 
article to debate the controversial 
and technical question of whether 
this is a major bear market or 
merely a large intermediate reac- 
tion in a major bull market. But 
it may be pointed out that there 
has been no adequate corrective 
reaction since the middle of 1943. 
Possibly we are taking the purge 
now in one gulp. 
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The present writer, however, 
would venture his personal opin- 
ion, which is not necessarily that 
of THE MAGAZINE OF 
WALL STREET, that the cur- 
rent reaction does not foreshadow 
a major business depression. 
None of the economic danger sig- 
nals that have preceded prev ious 
major business depressions is fly- 
ing now. Inventories are not high 
relative to the current volume ‘of 
business. We are still plagued by 
shortages, particularly of dur- 
able goods. There is no nearby 
prospect of international dump- 
ing of goods or competitive de- 
valuation of currencies. In fact, 
world conditions now are just the 
opposite. Accordingly, the saf- 
est market policy in these trying 
times is one of continued selectiv- 
ity, that is, investing in specific 
industries for income and growth, 

rather than trying to ‘ ‘play the 
averages.” Our regular market 
articles by A. T. Miller and our 
Profit and Income feature will in- 
dicate specific media for discrim- 
inating investors. 





Answers to Inquiries 
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Investment Program for College 
Educational Fund 
I have a grandson about 4 years old for 
whom I have established a “College Edu- 
cational Fund” and now have in this fund 
$400.00 in Government “RE” bonds. I de- 
sire to add sound stocks to this 
fund; dividend paying stocks, which have 
established their soundness, are not now at 
inflated prices and have reasonable pros- 
pects for future price apprec iation when 
business conditions permit increasing pro- 
duction to catch up with demand. My 
thought is to purchase in ten share lots 
from time to time, and stocks that range 
from $15 to $30 per share. Would appre- 
ciate your suggestions as to some stock 
issues which would be suitable for the 

above plan. 


some 


BCs Illinois 

Your plan of establishing a 
“College Educational Fund” for 
your grandson is admirable. As he 
is only four years old now and 
the average boy enters college at 
the age of eighteen, you have 
ample time to build up your fund. 
You can plan a long-term invest- 
ment program. As it is difficult 
to gauge the highs and lows a 
market will reach and sometimes 
the trend changes suddenly, it 
would appear sound and prudent 
for you to defer making new 
stock commitments at this time. 


Chicago, 
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dream of world conquest, the 
Kremlin casts realism aside and 
seeks by force of will to make an 
easy conquest. 

In Paris, the leaders of the con- 
ference are moving heaven and 
earth to find new ways to adjust 
and prevent the cataclyms of all- 
out war. But, they cannot ignore 
the menave of Russian imperial- 
ism and the devastating effect of 
Russia’s domination under the 
“One World” idea. It is natural 
that Great Britain should stand 
with the United States in this 
crisis because she shares our views 
as to the kind of world that should 
emerge from this war, and too be- 
‘ause our interests In many ways 
complement each other. There- 
fore, despite Russian efforts to 
break up the solidarity of action 
between the United States and 
Great Britain, we have continued 
to stand togeher knowing full well 
hat Russia would like nothing bet- 
ter than to play one against the 
others. In fact, the Kremlin is par- 
ticularly incensed because Bevin’s 
leadership in labor strengthens 
British opposition against Soviet 
demands in the eyes of the masses. 
When I was in Paris, the intense 
feeling of the communists against 
Bevin rose to such a pitch there 
were rumors of possible assassina- 
tion, and Bevin was_ heavily 
guarded. ; 

Despite overwhelming obstacles, 
Mr. Byrnes has made considerable 
progress in winning adherance to 
the democratic cause it it is, 
therefore, no wonder that the 
Russian fifth column in our coun- 
try is seeking to creat confusion 
as to our policy. 

Our response must be strong 
and positive if we are to prevent 
the decline of our fortune as a na- 
tion and the death of our liberties. 
Only by a united stand can we 
save ourselves and prevent a situ- 
ation that will bring the return of 
the dark days of the Middle Ages 
that continued so devastatingly 
from the tenth to the fifteenth 
cenuries. 


Wisest Market Action 
Today 
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wise would be to contend t¢ 
there was nothing serious { 
matter with the bull market 
last summer’s high. Actually, 
course, 
things wrong with it and any 
reasons for a conservative, s¢lq 
tive investment course, as 
noted time and again in tk 
pages. 

But what about monetary; 
flation? True, the Federal by 
get is not yet balanced, but it 
moving toward a balance, at k 
on the basis of actual cash ina 
and outgo, as distinct from 4 
over-all bookkeeping figures. : 
the last Federal borrowing 
new money was seen in the fi 
War Loan drive of Decembgl 
1945. Out of the cash bala 
then built up, the Governm 
has retired a good many billi 
of short-term debt held by bani 
Its money policy has been de 
tionary for some months, and! 
liberately so. There is, of coun 
no question about the. gold b 
of the dollar. The $35 ql 
price, just reaffirmed in thet 
ternational currency-control p 
gram, is a fixture. It may 
noted that no bull market | 
ever been able to continue 
more than a_ relatively i 
months after the cessation 
monetary expansion and the 
ginning of Federal count 
moves, which resulted, amo 
other things, in firming sho 
term interest rates and a pers 
ent, though moderate, sag in ij 
Government bond market. 

We look for adjustments 
they are not yet in sight, | 
business is still excellent and 
likely to remain so for time ti 
—-much less painful than th 
of 1920-1921. They will g 
out of political change, the fi 
end of the most unsettling Fé 
eral controls in the first half 
next year, and the event 
shaking-down of the labor sitt 
tion to a tolerable basis. The 
should begin a long period & 
actual postwar prosperity. 
meanwhile, considerably _ m# 
water is to run over the dam. 
Monday, September 23. 
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Turn to the Forecast... 
To Know What Market Action to Take 


| 
ieicer arene —For the Short Term —For the Longer Term 










































A CT now to capitalize on the recent important market readjustment. 
Out of such phases, opportunities for substantial short term Geared To Today's Markets 
profits inevitably emerge . . . in sound, well-situated stocks carried 


ROME Fer Protection — Income — Profit 
down to intrinsically undervalued levels. 


Bia) : Short-Term Recommendations for Profit . . . 
Ahead are sizable advances in selected stocks in favored industries due Mainly common stocks but preferred stocks and 


‘ i : : ; ae Ay bonds are included where outstanding price 
to discount improving production, earnings and dividend potentials engrecieting 16 indicated. | 
this fall and winter. Other companies will lag or decline because of : os ae: 

; : Low-Priced Opportunities . . . Securities in the 
narrow profit margins, material shortages and labor troubles. low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 
Our analysts are alert to the divergent possibilities in this situation. ee ee Te 


They are studying the market and will advise you what and when to Common stocks, preferred stocks and bonds 
. for the employment of your surplus funds 
buy and when to sell. id wasn amin. 





Enroll NOW To Profit From Low-Priced Situations for Capital Building . 
Common stocks in which you can place moder- 
Our Short Term Recommendations ate sums for large percentage gains over the | 


longer term. Average price under 20. 
Proper timing will prove very profitable in taking an advantageous a a oe ee re 
position in securities selected to rebound sharply on the intermediate tails as to position and prospects are given 
recovery in the making. This is also a good time to have your securities on securities advised. 


appraised . . . to concentrate in potential leaders . . . to weed out When to Buy .. . and When to Sell . . . You 

| d are not only advised what to buy but when to 

aggards. buy and when to sell—when to be moderately 
er fully committed .. when to be liquid. 


As soon as you enroll, we will: 





Market Forecasts . . . Every week we review 

; eo E and forecast the market, giving you our definite 

1. Appraise your securities and advise you what to hold advice. Dow Theory Interpretations and Supply- 
. what and when to sell. You are entitled to this Demand Indications are included. 

service continuously. Telegraphic Service . . . If you desire we will 


wire you in anticipation of decisive turning 

2. Send you our recommendations for short term profit RRR i erat: eee. 

and longer term investment appreciation and income. Consultation by Wire and by Mail. . . To keep 
your portfolio on a sound basis, you may con- 


: Ee It 12 iti + a time. 
3. Tell you what market action to take now . . . anticipat- ee ae ae 


ing decisive movements and turning points in definite . { 
weekly forecasts. Added Services... 
Business Service . . . Weekly review and fore 
You are invited to take advantage of our Special Enrollment Offer cast of vital happenings as they govern the 


: “ ‘ ; tlook f i indivi i ies. 
which provides FREE Service to November 1st. Mail the coupon be- een ae nee ee ee ee 


low .. . today. Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special correspondent 


on legislative and political developments weigh- 
—--—---——— FREE SERVICE TO NOVEMBER | ----l-----5 ing their effects on business 































Be 9-28 | and securities. 

1 THE INVESTMENT AND BUSINESS FORECAST t 

of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 

, I enclose ([) $50 for 6 months’ subscription; ($75 for a year’s subscription. 1 S / O 

\ (Service to start at once but date from November 1, 1946) i P ecta orl 

t be SPECIAL MAIL SERVICE ON BULLETINS i ; ’ 
! Air Mail: 1) $1.00 six months; O $2.00 Telegraph lect anticipation ef ! 

1 one year “ in U. S. and ‘Canada. ‘ _ ieapertant ane ae —_ oe te | § MONTHS" - 50 i 
t Spec Delivery: [] $3.50 six months; when to buy and when to sell, i SERVICE ; 

' $7.00 one year. \ ; 
PPR is wc Kkndedhanded aden ohniapaeesndebbeanel eedipiencek aA inssERRn MaIaL baal 1 MONTHS' 

1 12 SERVICE 970 

! PREIS EE 155555 boa o he oes Reema semen esi vice wiesisls Ns leie ies Sets eicaai ole > came chine ny sleet 1 

1 1! Complete service will start at 

t IOUS oh egeee supra sabe uewab sensi ibe baweniione BABSO ciiiateiewwa isa een eer nee 1 once but date from Nov, 1st. 

| Your subscription shall mot be assigned at List up to 12 of your securities for ont 1 Subscriptions to The Forecast 

ER dean ea pila patanaktenaiidnntiaill mid ene ad Siete ete® ~~ | are deductible for tax purposes. 
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— a super bomb whose explosion could rock the 
entire nation. Such a bomb EXISTS—but you can help render 


it harmless. 
This bomb is $20,000,000,000 surplus national income. 


Authorities estimate that this year’s total income will be 
$155,000,000,000 — personal taxes will total $15,000- 
000,000—consumer goods and services will absorb no 
more than $120,000,000,000. This leaves $20,000,000,000. 
Even if banks and insurance companies absorb one-fifth of 
the surplus (as they did in 1945), there will still remain 
$16,000,000,000 that could be used to bid up prices. 


You're doing yourself, your company, and your country a 
favor by continuing your payroll deduction plan for the 
regular purchase of U. S. Savings Bonds. At maturity, they 
pay $4 for every $3 invested! 


THE PEACETIME PAYROLL 
SAVINGS PLAN — 


A booklet, published for key executives by the 


Cow 4 
\ | 





Treasury Department, containing helpful suggestions 
on the conduct of your payroll savings plan for U. S. 
Savings Bonds. 


THIS TIME IT’S FOR YOU 


A booklet for employees .. . explaining graphically 





how the payroll savings plan works ... goals to save 
for, and how to reach them with Savings Bonds. 





Are you using these booklets? 
If not, or if you want additional copies, just ask your State 
Director of the Treasury Department Savings Bonds Division, 





The Treasury Department acknowledges with appreciation the publication of this message by 


The MAGAZINE OF WALL STREET 







This is an official U. S. Treasury advertisement prepared under the auspices of the Treasury Department and the Advertising Council 
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Repeating a Special 
Offer At This 


Critical Time 


W ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—'‘Y our preliminary report re- 
garding my investment portfolio was received. | 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—“| wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


INVESTMENT 
A Division of The 


90 Broad Street 


From New York—"'] am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—“Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, 1 
can honestly say that I am impressed by this report.” 
D. B. H 


From Oklahoma—"Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
ito OCA, 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—“I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


EMENT SERVICE 


sine of Wall Street 


New York 4, WN. Y. 
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